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AESTFACT 

This report is the first response to President 
Nixon's request to the Connniasion for an evaluation of the proposed 
replacement of school property taxes by a Federal value added tax. 
The report findings reveal that a federal program to bring tax relief 
IS neither necessary nor desirable, and the Commission suggests that 
the states assuine a greater share of public education financing to 
relieve intrastate disparities in public education finance. 
Additionally, the Coinmission urges property tax reform in lieu of 
property tax replacement through a Pederal value added tax. (JP) 
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THE WflTE HOUSE 



SVASIUNGTON 
January 20. 1972 

I)ear Bub: 

Oiie (>j ihu yieaiesi gliallenges Nutiun i'ucc^ today is the need lu lelbriii our system of finaneing public 
educniiciii which, as you know, primarily dDpends on logal properly tyxcs. Tlie Presidcni*s Cofiimissinn on 
Schuul Fiiiance, which [ appoinled in 1970, will be transmitling its rci^ommcndations to me in Marah on the 
iwer-nll dircutiuns in which wc should be moving. 

Any major shift in current reliance on local school property tuxes is likely to have a signiricant QfTeci on the 
relationships among the Federal government, the states, and local govornments, in our discussion last week 
with Neil McHlroy, 1 requested the Advisory Commission on hucrgovernmental Relations to undertake a 
study on this subject. 

In particular, 1 would like the Commission to examine: 

(1) the impact on intergovernmental relations of a lux reform proposal which would replace residential 
school property taxes with a Federal value added lax; 

(2) whether a Federal value added tax Is the best substilute for residential school property taxes; 

iX) if a value added tax is lo be utilized as a substitute ibr residential school properly taxes (a) whut 
siuuild be the size inul nulurc of the base of expenditures subject to the lax, and (b) whul should 
be the type of incumc lax credit or other method which is utilized to eliniinate otherwise regressive 
aspects of tlic tax; 

(4) the best method Ibr providing renter relief under a proposul which replaces residential school proper- 
ty taxus; and 

(5) the best means of insuring, under a system of school finance In which the states have primary finan- 
cing responsibility, that local school districts will be able to retain control of basic education decis- 
ions, including the provision of local programs of educational enrichment. 

Tlic problems arc pressing, and I have asked you to complete such a study as soon as possible, and to keep 
me advised in the interim as to the progress of your study. You will have the compJete cooperation and ussis- 
tanee of the Vice President, Secretary ConnuUy and Secretary Richardson, as well as of the Doniestic Council. 

I very much appreciate the willingness of the Commission to undertake this effort. 

Sincerely, 



Mr* Robert Mcrriutn, Chairman 
AdvjHory Conunission on 

I n 1 e rgovc r n me n t al Rcia lions 
726 Jackson Plage, N.W. 
Washinglon, D»C, 
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Dciii Mr, President: 

In respunsc tu ymir rcquost of Jununry 20, ^972, tlie Advisory Commission On Intcrguvcmmcntal Rehiiions has 
uotsdiiciecl an gxhnustivc - but expediteff - study of tlie pmposnl referred to us by yuu for a tiiajor Fedcnil pro- 
griun uT residential property tax relief uonditinnsd on expanded Sluie financing lor public educiitinn and under- 
pinned by a new or expanded Federal tax such m fhe value - added tax. The complexities of these issues and their 
intergovernmental ramineatiuns arc obvious. 

Ttie Cnnnnisriion is deeply conscious of the serious problems posed both by the currant judicial review of the dis- 
eriniinatory aspects of relying on lucally-raised property taxes an the primary source of financing public education 
and by growing public aversion to tlie rapidly rising prtiperiy lax leviej^ in nuiny h^calitics to meet the increasing 
coHiH ol education. We commend you for tocusing public attention on these twin prublems. In particular, we share 
ytsur hope that these difriculties can be solved thrdugh legislative action rather than by detailid judicial mandating. 

Om studies have cau.sed us to condudc that, despite the seriousness of the twin problems Indicated above, a massive 
new Federal pfogram designed spccitleally to bring about property tax relief is neither necessary nor desirable. 
However, we again restated our earlier sponsorship of State-supported property tax relief for hard+iit low income 
property tux-payers, particularly the elderly (the so^allcd '■circuit breakCT"), but the majority of the Conimission 
concluded that direct Federal intervention was not necessary. 

We support emphatically your suggestion (and our prevlnus recommendation) that the States assume a greater 
sliarc of public education tlnnncingj which if achieved, would greatly facilitate local property tax relief. However, 
uur studies led us to conclude that with very few exceptions the States (particularly with the revenue sharing 
and hcginning of welfare relief granted by the Ib5t Congress) have the taxing capability to satisfy the judicial 
concern so tar expressed as to intranstate disparities in educational spending. 

Several addiiional Commission crHiclusions svarrant special attention. 

First . whiie the property lax clearly is unpopular with the general public, the '^experts" are by no nieans united 
in denouncing it. A strong body of opinion urges substantial efforts to improve assessment procedures and admini* 
stiaii()iK To this end, the Advisory Commission, on Intergovernmental Relations has reaffirmed its earlier package 
of ''reform" proposals, and additionally has suggested that the Federal Gov«rnment take steps to coordinate and 
strengihen existing Federal programs that have clear potential for stimulating improvement of State and local 
assessnieiit procedures. 

Secohd, deep concern was evidenced by the Commission over the slow progress in evolving effective means of 
a.ssessing ihe worth of educational programs and in evolving more innovative approaches toward such matters as 
multiple and yeaf-round use of school facilities. We plan to consult with our special advisory group of national 
scliool urgaiiis^ations in addressing this question. 



TliMth while we did luu it^wiMnniend a Fcdoriil vuluo tidded tux iti light of our cuiicJUsion that a miissivi? 
rcdi-ml pjoperiy tax rclier puigiiini wu^s nut svarruntcd, we did r^u<jh sonic gunglu^iunb about tiv^mll tux 
pnlicics. It became crystnUdeiir id us ihat this country iiuist evi)lvc u iiicchniiism whereby the iinpucl a( al! 
luxes iind mdjor new tux proposuU - can be assessed, Wliilo the Congressional hoanngs and debate iin 
revenue sinning I'ur the llrsr lime importantly faeused on the intergcwernmental implicafions of tax IcglKluiion, 
no continuing means to consider the effect of the Federal impact on Stale and jneal financing requirements, 
and vice versa, yet exists. With 32 percent of our gross national product now going into the government 
sector, we cannot afford the luxury of keeping the taxing and spendhig programs of the several levels of gov^ 
ernrnent in separate pockets. A National FiscaJ Policy must be evolved, and a mechanism developed goniinuoiisly 
ti) review and up-date information ubout all governmental revenue-raising programs. The Advisory Commission 
on hiiergovcrninental Relations has determined to develop more detailed recommendations concerning this 
critical problem. 

hi cunclusion, Mr. PreNideni, tlic Commission woLild like reaffirm its belief that our unique federal system 
nf divided governmental responsibilities can = yes, must ~ be cuniinuously iniproved. As we appruach the 
200th anniversary of our couniry*s Ibunding, we applaud your continuhig efforts to strengthen this system, 

Robert li. Merriam 
Chairmun 
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PREFACE 



This "Report in Brief on property laxation and public sdiod finance is the first 
study uiidertukcn by the Advisory Commission on Intcrgovrmmental Relations in 
response to a speeiric request from the President. Such a request was mada by President 
Nixun in his Stute of the Union Message un January 20, 1972. 

The Commission accepted this charge at its meeting of February 10, 1972, considcTed 
vurii)us aspects of the study at three successive meefings and approved the present report 
at its meeting on December 14-15, 1^72, 

Because of th^ extreme importance and timeliness of the subject, the Commission was 
augmented by eight Special Advisors drawn from State and local government. These 
advisors participated actively in the Commission's deliberations and their valuable 
assistance is gratefully acknowledged. As Chairman, I availed myself of the counsel of a 
panel of representatives froni the major organizations concerned with elomentary and 
Hecondary education. 

The full policy report, including all the analytical information in support of the 
llndings and policy conclusions, will be published in the near liiture. In addition, the 
Conimission will also issue two iiilbrmatlon reports covering the value-added tax and 
alternative FederHl revenue sources and recent State progress in strengthening the 
property (ax 

Robert E. Merriam 
Chairman 



policy considerations 
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In rcspuiisc in PresiUeiu Nixoirs rwquest ni Jantuirs 
20, 1972, the AdviRory rnmmissinn nn Inicrgiivcrn- 
mental Relaiions cunducied ^tudy nfii prnpusiil l\)r a 
major Federal program of residential propuriy tnx relief 
conditioned on Slate assumplion of niust of the cost of 
financing local schools and underpinned by a new or 
expanded Federal tax such as a value-added levy. Tills 
proposal was designed to deal with two interrelated 
chapter I prnblemi= growing public resisiance in many areas (n 

higher property taxes arid the current legal at lack nn 
heavy relignce on the local property tax as the primary 
source of fundliig local achuols, 

Belbre this Cnmmission completed its invesiigation it 
cunsidered four separate proposnls for Federal entry into 
the property tax^sehoul finance fields. Speeifically, the 
Commission cunsidcred tlie need and the desirability of 
both a major and a limited Federal properly lax relief 
action. The Commission alscs considered the desirability 
of a Federal aid program designed to hurry history along 
on property tax assessment reform. Finally, the Cuni- 
mission evaluated a proposal that called for a temporary 
and limited Federal incentive program designed to 
encourage the States to reducts fiscal disparities among 
school districts within each State, 

Criteria For National 
Government Involvement 

These proposals raised a critical iniergovernmental 
issuer-what criteria or tests should the Commission 
employ in order to evaluate the merits of propusals that 
ca]} on the National Government to take remedial aetiun 
in areas where the States have had exclusive policy 
responsibility? It Is necessary to raise this hard question 
for several reasons. 

With each passing day it appears easier to justify or at 
least rationalize a Federal ''splllover'Mntercst in areas of 
traditional State-local concern. Witness the proliferation 
of Federal calegorlcal aid programs, which have grown in 
number from a handful ten years ago to well over 500 
now. 

In urging Congressional enactment of revenue sharing 
legislation, this Comniission recently noted that heavy 
reliance on the narrow categorical aid approach had 
tipped the power scales in favor of the NatiunaJ 
Governmentf 

The Congress is now dangHn| almost 500 large and 
small conditional aid eafrots colleetively wortli more than 
$25 billion a year before State and local governmantH. 
The hope was that tfaeh conditional oid would provide 
sufficient financial incGntive to spur the Slum and 
loeiilitic^ on to greater action in some more or \Qm 
narfowly derincd field of '^National interest." But there is 
overwhelming evidence that State and local governments 
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,,,n!i»ii iuMihlv ;ibHnrb siuii ..\ him niimlHT ni 
iui*jiiaiiiH n^iiiii It'll piMiiHisnl imU' 

iuiililmnal priwi? ili;it iniisi be p,iiU by nil Suilc uud iocul 
lurisclictiDns \ov I'ntcgorical aid dolkirs, FmfesHor Wulti-r 
Heller. \un\\ a keen s(udi?nt uur uuefgovcrnmcntul 
liscal systwni ;md u pronunent member of iho liberal 
establisbiiwnt, has poinied up Iho dungurs of tills trend 
rnward centra li/ud power. ••UtiW^s Ihis trend is reversed,^ 
he wrulis "Inderal aids may weave a web of particii- 
larisiih L-ninplesiiy, and I'cderal direetiun wliieh will ^ 
si^nirieunily inhibit a StaieN lreed<)m uT movement." The 
illusjtHi oi' rungrc^stonal "a)ntrnl" has in reality dis= 
jppoufcd niU) lite dark junplef; of hurcaiieratie rnd-tnpe. 

The iineeonumit:Mi atluciiliun of pubiie scciur iunds is 
an uddiduiial price lluil oiien nuist be paid i\n Fcdcrul 
curegorical uuL A public myk^ (or tux relief program) 
Mi siiinc nniiiHiwidc level nmy he perceived as good 
naliunul policy bill wlion esicndcd unit'nrmly across the 
couniry is uxtrcmely costly and nften represents the 
solution to a ptoblcni (luH Is not universal, Furtherinnre, 
the high cost o( providing national Kululiuns in a nation 
or diverse regional and local altiiudcs and needs resultis 
ni ospanding ilie public sector, thus raising questions 
concerning its appropriato relationship to the private 
sectoi . 

Determination of National Interest— 
Two Tests 

If our rcdera] systgiii Is to retain its integriiy it is not 
enough lor C\Migress io build greater flexibility into its 
present aid sysicni by means of general revenue sharing 
und the ciinsididalion of narrow categorical aid progranm 
inio hromler and more manageable block grants. Con^ 
gress shonlLl also Kcrutinizc closely all demands tor the 
enactment of new Federal categorical aid programs. 

In evaluadng each of the h>ur proposals ihnt called on 
tile National Government lo move into an area that 
hereiohMe had been the exclusive domain of State 
govciumcnts, this Connnission employed two tests to 
determine whcilier the proposal conld be justified on the 
gioundsul a strung Nationul Govern muni interest, 

• The probleni tliat precipitated the demand tor 
Fedenil intervention stems from a head-on con- 
flict a serious undercutting of a major Federal 
progumi objective by policies of most States. 

• The intergovernmental euntlict can be rcsolyed 
only hy Federal Government uction. 

riic '•irieconciiabie conflict" lest for deteyting the 
presence or absence of a strung national interest is so 
iigornus thai it screens out nil but the must persuasive 



proposals for new Federal initiatives m areas of tradi= 
tional Stale-local cmiceni: ll is fiecessais to use lliiN 
rigorous test in order to check or at least slow down ti\e 
steady growth ot Federal caiegorical aid. SimpI) to 
allege that a spccinc categorical aid proposal will 
''promote the gcnerul weliarc" does not sulticiently 
justify its adoption on the basis of a stru^ig naiiotuil 
interost. 



The Major PropGrty Tax Relief Issue 

The CoiTimission was asked among other things to 
evaluate a proposal (hat had two major objectives: 

• To cut the average residential pr()periy tax 
(approximately 50 per cent) by removing that part , 
of the property tax that underwrites a local schotil 
operation . 

• To eliminate fiscal disparities among schot)! 
districts in each State by encouraging the Stales to 
assume niosi of ilie cost of tmancing public 
elementary and secondary schools, 

In order to accomplish these two objectives, the plan 
called for a Federai value^idded lax designed lo yield 
Si 8 billion the first year. Part of tins revenue yield 
appruximately S5 to S6 billion^would be set aside to 
underwrite u system of personal income tax credits and 
rebates thereby removing the regressiviiy of t!ie value- 
added tax for most taxpayers. 

The rcnmining SI2 to S13 billion was to be distri- 
buted by the Federal Government to the States for the 
support of public secondary and elemenlary education 
provided the States agreed to remove the local school 
lax on residential and nonresidential property and also 
agreed lo refrain from levying a State lax on residential 
property for the support of local schools. 

After a thorough examination of this proposal and 
the issues raised by it , this Comrnission concluded that a 
massive Federal eflbrt designed boih to cut the resident 
tlal properly tax substantially throughoul the country 
and 10 encourage States to assume most of the cost for 
financing local schools was neither necessary nor dcsir^ 
able. 

This negative eonclusion is based on the following 
findings. 

While there is clear evidence that some segments of 
the population- especially the low4ncome elderly- are 
seriously burdened by the property tax. the evidence 
does not support the need for a Federal program 
designed to reduce subsiantially the property tax of 



cviMV liiHiiOiiH iiiM III ihi; iiMiiitii.'*^ 1 lie siiiiplesi niiis!ra = 

tinii o! fins Lit'k n| iHitloilri* U» suppsUt ueilCliil |UOp^f|\ 
Ins khIiuHhm is lluil ii^c cji flu; piupLMiy runyes tii 
iiiKMisiiy iuMii %Mi p'Ji Ciipil.i Ml AhihiiiiKi In Slbl per 
I'LipiiM in Ciilijiimin. 

Alllinii^h ihcic ;ire nruas nl the wnuiiirN Nvheie the 
I)iopiMiy lilacs nic buiLlcfisuMic. nol nil lioincosviiers. 
L'viMi in ilu' lii'U' pinpcny l;iN jiirisdktiuiis. arc overbiir' 
tK'iiiHl by ilijs levy. Ill sonic Lileas Si He and Ukal iiicdiue 
iiikl s;ih*s (a«es now take a luigei hile oiti oT the budgels 
ol ihe lainilics wiili average iiienn;eN tluni dues the 
it'Mtleniial pn.in'ii) la\ ;ri wuisi aica-^ SliiU' and luCiil 
liu i iMU' and s;dcH I axes ai u ginwiiig ;il a l asiei niie I han ts 
(iie piiipeily fax. 7 lie Soeial Soeuiiis las liusv phiees ;i 
heaviei liurden iHi ihe aveiauL* laiinly {h;ni dnes die 
leskleiilial prnperiy lax whilu ihe Fudenil inCDiiiu liix is 
iieailv ifiiee I imcs as buiden??i niie. 

Nhtsf si^niriciMilK', oiii sindy lails li? revuai a sliong 
iiaiiniuil inieiesi in a piograiti designed io iiriuMtje 
aeiiiss i he-hnniil lax rcdneiion lor every hciiiiCinvTiei in 
ilie liniled Siaies. SpCtjilicLdlN' . (here is. iiti evidence in 
Miggesi ihai a massive lesidetitial properly tax prngram is 
lieceNsnry In prtneei a vital I'edeial tnteresi, lusr eaii il be 
dunnjiisirnied diat the relaiively high prupcriy luxes 
iinpo?ied iiy Siaies such as New Jersey niid Now 
iiainpsbitc eaiise scrjnus ceotiuniie harm bcyoiid their 
boundaries. 

Il wonld als(i be extreiiiciy dllTienK to devck>p a 
redeiai progfuni caf^nble of d istrlhiii ing lax relierccpiit^ 
ably across the iiaiitHi, The irenionduns varirttituis in lliu 
use oC the properiy rax wonld create inicciunl wiiidndls 
bolh heiweeii inrisdictioiis and among varhiiis classes td^ 
properly owners wilhin (he saiiiu jurisdiction. The 
sn^called iiil^an hind speeulatois would bo twice blesj^ed 
by a inajoi pri>periy tax rcduetioii. First, the vaeant 
land, like all taxable realty, would have niorc value in 
the niarkeL and second, the cash cost id luilding land olT 
file iTiarket would be sharply reduced. Moreover, a 
piopi>sal that stresses rosiduntial property tux relier but 
not hiisiness property tax relier might innuence States lo 
pkicc heavier lax burdens on Inisiness [Property. 

A nnilii'billion dolkir Federal prugnim of tux rellel^ 
scbool linanee rcr\>rni cannot bejusiiricd on the grounds 
iliul Stales lack the fiscul eajiacity necessary to place 
ilieii Itjcal scliuul disirleis on an equal fiscal Ibotlng. Our 
nnalysis reveals that only a lew States would experience 
fiscal dirriwuliy in bringing per-pupli expenditures to the 
relatively bigli levels needed tt) eoniply wiih ibe prinei= 
pie ennneiaicd in Scmnf) w Prwsr, the Cniilurnia 
Siipreniu Conrt deeision ibat first dciiiandcd ecpializa- 
I hut id sclund disirict l iscal rusourecs. The great niajvir' 
il) of Status liavc tlie necesstiry untapped relative (ax 



ptMcnuah Nevs ^'ork. S'einuuil and Wisronsin. hi>weu'^ 
siand oil! as ihe Siaies ihat wonld evjVMOnci^ uieaie'*! 
iiscal ditiuuhy because ot fheii ruircut lie iv\ usr < u all 
State M fid loca! taxes. 

In order (o eoiHiruLl a (ruly cjieLnve piopcri\ uix 
rebel prograni. C'tingress woiikl have lo exercise nnpre^ 
eedenietl Fedci :l conirnl nver hoth Slate miuI Ineal tax 
pohcymakers. Ncu only wonld ihe Xatiorial Goveuinieni 
have to lorce Lhu Stales lo relraiu Iroin nsc oj^ i uix on 
jesidcutinl prnpert\' loi schoc^l jnupnsi.^s. it xsotdd have 

go lurther and'encouiaue Hic Statc^ lo phice spt^cilii; 
icstraiuts on hieal ;!oum luunii si? as n^ pit ^eiii ^ mhO 
coiiuties t'rorn ni-n'iiiti inio the priipeit\ nis ;i;e;i v;n-nlei. 
b\' tlie schoolnieii. 

I ho poi^pect loi Siaied'iuanccd jMoneii\ leltel i 
not ennrely bleak. Foi rxaiiijde. late in I '^H: ( alUnrnLi 
enattwd a SI J billiiin jiKsperly tax reher-SfduHd rniaiui, 
reloriu prc*grain luiaiiced in i)ait wuh l edeial revenue 
sharing (uiids and in pan through innro niiensive use of 
non-property taxes. Ciovernors ui ten lUher Stales wcio 
rcporieci to lavor the use of revenue siiaring funds foi 
property tax reliel\ 

in the linal anaKsis. Iu>wever, "*propc!!v tax fclier" is 
something t^t" an illusion because it rcqtiires eliber a 
redueticni of j^nhlic service or a sliiri tn odier lornis nf 
Uixailon intem.ified use of iiieonie or general sales taxes 
or the iniposition of a new lax such as the vahie-addcd 
levs'. 

Farly in 1972 AC'IR coiiducied a public o()init)n 
survey llini indicated widespread agreeineut on the 
propositiiui tluil the property tax was the worst Inxibut 
ihere was lar less agreenient on what the NaUonal 
Cioverniiieni should do about it.Fouricen percent ol' ifie 
popuhition iuvoicd an ineunie lax substitute; 32 peieeul 
lavured a consumer tax substitnre (VAT): 44 })ereeiii 
o[ipc)sed ciihei the Federal income or eonsunier lax 
substitute; and 10 peiceni couldirt niake up their iniiuL 
The Commission concludeH rhut the interests of our 
federal Hystem are best served when States retain 
primary responsibility for shaping policies dcalinfl with 
general property tax relief nnd intrastatD eqimlization c>f 
school finances-^ two areas that tniditionally have been 
within the exclusive domain of State policy-makurs. 

Limited Property Tax Relief Issue 

This roinniissk)n considered a pn)|H»sal Uh tije 
National Guverniiieni lo provide an incuniive grant iu ihc 



Tliis stalumcni ^lUHilel not he inicrineietl as aw argumenl 
against mUircvt prutmny liix reliuf lluil could resuli rnnn 
FcdenU ryvi?n\ie sliarinii or I'edural asMimpUiiu of wgiJarg 
tinuneing, 
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Slnlcs tlcsigficd lu unctHiragc lliem Ui provide limited 
priiperly Uix iclicr to linv-iiwnme hDiiieowncrs und 

jiiMjnrity of liie Cunnnissli?!! niuinburs rcjcclcd 
iliiji pri)piis;il hijcjUNe it auikl m>i muijt buih national 
iiilcrcsl icsts. Adniitiodiy, ihgic is considerable cvidanci: 
(itKiippoit (tie cuntenti(Hi!liul ilm piirtieuliir Fedcnil aid 
pi uposnl unnld p:iss I lie firsl lest bccuusc to date most 
Siatcs have iiol sliielded losv-hietinic juimeowners and 
lenlcis !infii propeity laxnveiliiad sliiuiiions. This Slale 
tniliiie^ in linn, eleaily inidereias a iiiajor nationai 
piijgiam nhjeclivc id income snpport especially llirougli 
ihe Social Secniiiy system, hi ilie view of the majority 
nl the CiMnmissiiHi, lujwever, Hie proposal (ailed to meet 
ihe second national interest test that only Federal 
action coidd resolve this iniergovernnicntal conflict. 

The Conimission reaffirms its 1967 recommendatiQii 
thnt Status shield basic ftiniily income from undue 
burdens imposed by the property fax, 

(liven a tew inorc years, there is reason to believe that 
the Stales will resolve the problem t^f proporty tax 
overburden especially hn the lowMncome elderly. This 
raihc! i>ptitnistic assessnicnt rests on the lact that the 
'Vircuil-breaker'' idea has such basie popular appeal that 
it sliouki he adopted in those States where It is most 
needed in a relatively short period oftinicOvef the last 
lew years, 14 States and the Canadian Province of 
t)ntaiii» have enacted progranis designed to shield 
lowMiieome elderly howeowners and. in many eases, 
'renters froni property tax overload situations. 

rhe 14 Slates that have now enacted circuit-breaker 



laws each have chosen u unique plan. As long a^i Stales 
retain the initiative tor providing property tax relief l\u' 
low4ncome households, better eircuit-brcakcr tecluii- 
ques will eontiiuie to be developed. 

It can also be argued that Federnl incerjlive grants 
should not have to be used to induce States to do 
something tluu is morally righu highly popular, and 
relatively iiiexpensive. All td' the States have suincient 
Hscal capacity to underwrite a limited propcfiy tax^reliel 
program for UiwHiieome luHiseh(i|ds. 

l-erhaps the most persuasive ari»umcnt fut allowing 
Slates a lew more years to pu! their own propeity lax 
relief houses iii order arises friun the laci that Stale 
Hscal policies are largely responsible l\)r the weight of 
the local property tax, Tliese jurisdielions, iherefore 
not the National Covernnieni- should linance eircuit' 
breaker programs designed to shield low-ineonic home- 
owners from property tax overluad sitiuiiions. 

Unless constructed carefully, a Federal ineeniive 
grant for property tax relief coidd create an inequitable 
intergovernmental situation, Speeitlerilly. it would re- 
ward those States that lorce their local governmenls to 
make lieavy use of the property tax and shortehange 
those Slates that make above-average use of nonproperty 
tax revenue. 

hi all of its recent reports, this Commissioirs recom- 
mendations have underscored the need to build greater 
nexibility into our Federal aid systenh A Federal 
incentive graiU with lis own set of guidelines and 
ciHitrols would add to an already tiverburdenod Federal 
aid structure. For these reasons, such a grant pK)posal 
should be opposed.* 



ERIC 



1 he Inllnwifig slultMnent of di?iseiit wa.s HUbmittcd by Sojiator 
Mnskic ;iiul t'oneurred in by (lOvcrnor Knuip: 

i hi* rLH'onnnLMulatiniis iuloptud by the Advisory Corn- 
iui?»sitin on IiUi^rgnvornmental Rclntli>ns on i\\Q MULjuei of 
pri^pi^riy tiixiiUon place an unrnirly lit^avy burden of relict' 
und rgforni on Stnti- :md loeni governmi^nts and disiTiiss 
jlu' proper, nnilted cnntrilinllon the I'edcrul Covcrnnient 
eiiM innkL' in this ureu. 

Where i^set^^sivu prupi>riy lusus unfierniine tlie l^cderal 
^iMi] lif provjdjnii SLU'iirity to ihe puor and the ckiefly, 
i'Vt'ii divert ini* iHuJeral help from needy reeipieiUs into 
li>uit tas eolleLlUin?i, there is a ckar FederLtl InlereKi in 
relii^vin^ ihe speiaal luirUen. Where Stales nre working tti 
slren^llien theij iiwn revuntie system?* thriiagh rcrorming 
jniHiulUjlik^ aiHl nrtiiirary yssessnient pnietiees, lliery in a 
eleiU I edeial inlerusi in ussisliiip such progress, 

l lu' eseelleni stalf work thnt weiu hUo the thurouyh 
AC'IK stiicly of siiUKil finiuielng and propefty taxutjon 
clearly deinnnsirates tlie national scope nf the probleiric 
CM 14 niiilinit Anierieans with hict^mes under .$J,ODO a 
year. I{j=4 inilljon pcijple (4,5 million of whom are 65 or 
over) fnee prDperly tux pnynienls in exeuss of 6 percent 
Hi' liien itUal income. Nciiriy L3 inillion cjdcrly iunnu' 



owners with ineonicK inider $2,000 pay an avcruge of 1 5,8 
percent of their income in proporty ta.^es. Addilionally. 
ACIR staif rescarcli Ims slujwn that Slaty governments 
linvc inude '■^potty" prdgrcns at best in implcnicnting Ihe 
AClli's 1963 recumniendation.s for npgruding llaHr 
systenis of property tax administratinn. 

In my view, a reslrieted national program thai 
eneoiiragcs the States lo imprcwe property tax uUministra- 
lion while In^lpin^ lighten exuessivu taxes on quuliried 
low-jn conic rciuers and homeowners is necuNsary, To the 
UN tent thai the riiud reeonnngndatioos foreclose the 
■search tor an appropriate h'edcritl remedy, iliey" conipei 
my strong disseni , 



Sennlor Percy sul»mitted ihe fojlowing staienien u 

1 regret very much nni liyingahle to purtiejpaie in ihe 
deiibcrations ul" the t'nnuni.ssion al ils nieeiinp on 
Dceeniber I4tli and ISlh heeause of my absence troiii the 
country. 

On reviewing the decifjlonH oi' the (Jommisston, I wish 
to express my regret Ihat the Coinniission did tun accept 



.1 soiik'wh.il iiinri' y^fKinUCiJ vil'W s»r tlu' riilc liT thu 
I Vdi'iMl (MiVt-rsuiK'nt ill I'll i»Ui;i>iiilii the Sluti/S' to 
[Mi|ilcrnijni jii4»MNnns of pritpirtv ruiorin iiiiU ruliet', 

Hi^ft' is nnipie cviduniv 'luil hi iii;iny Slates prupcfiy 
l:i\;illun t'ninpris4.'s ii vury iu'LJvy liurdci) tin iiomcinviKTS 
ttuit NiHiiL' tlMiLTs cslci^U** Ili^ii iihilily Ui pny. It is niy vil'w 
t(i:i( rt'lMnii nj Sink* jirnpL-rty liis sysK'ins wisuld Icud to 
^iih?^tiiittially nuift' cipiiiuhli^ tuxe^, nnd that In tnstuiUTs 
whciv prii|wriy lavtrs oscctd i\K' ahiliiy ol qualinwd 
luiiitfiiwiK^rs |o p^iy, Sluk* proLirams nf rt'Iiel .shiudd he 
i.-iUtiiirn^cd. 1 do lliii bcliuve iha! llu' |"cdL*ral CiOVUmilKTil 

^lii ndd iiiiLMpnse iisL-M dirt*ci!y in I he adniinisiralion o! 
Slait' proptTiy lusuiioru liiU 1 liulifvc Ihufc is u need fur 
i\w 1 t^dirai tiuvcnirncfii. i» pfopcrly liinilcd wuvh^ Ui 
LMUiMir;i^t' ijiL' Sillies iuidertukf sUeli prtjgranis of 
rclurni .Hid rtdici . 



* Trc;i?^ufy Sei'rvtaiy Cieoryc P Sjudu siibiiiined ilie iullouinfe; 
staU'inent : 



i ayrCi^ iliai \\w SuiU^s luivr lhuI shustid vi Uun priinars 
rt'Npiinsilijliiy lin shapmu pri)|vriy relief .md iiitPii- 
sUite uqualii^alion of scliool ilnanct^s, Vei I !wlu'%v Ww 
evidence jfidieates ihul iii sornu insjaiue^ low nieoine 
pfoupK, puriicularly tho vlUwrly, ha\v ^oini' lo h^^ar in 
rcei^nt years sueh ^ Ijeavy hurden id" properly tax ihar 
l edcral aetioii deserves consideration, pending tlie liiiie 
liiut Stntes ure in a [UKitiiin to eotnpU.'ti' that aeinMi 
ihernselvcs. 

I wtudd iuUe (hill Hie C oiiiniissuifi *> ^uMioii on fliis 
muc \v;is taken by a clnsely divided vole. 



The Property Tax Aisessment Reform liiue 

Tfiose who iite ini)sl lintiiliiir witit the upcrnlitms of 
ihe pKiperly luN suggcjil \]n\\ one reasun (or its 
tnipispiiiiirity with the publie is the widespread fecinig 
ihni the tax is tint Mdniiitist cred lairly, Put anolhu! way, 
iiietptitahie aNHessMionts tend to inereu^;e public dlHen- 
ehanljiieiit with liie prnpurty lax heeaiue they result in 
inniU)tii and iHtwarnnUed tax hiirden dirturenliu!^. Moru^ 
nvcf, piuji assessnieni prnctiees leati to taxpayer cnnrii- 
suin abiuii. aiiil distiiist of, the pinperty tax sysieni. 

Means im inipinviiig prnperty lax adinitiisiratinn are 
availahle. A decade ago this ('uininisHii)tK biiildlng cni ihi: 
.work that had boon dtnie hy prolesKionaU In the 
piuperty tax riekh subiiiilteid a comprehensive list of 
prescriptions lor strengthening the property tax,^ Uii- 
derpijnnng the 29 policy rceominendations are the 
hillowing basic priiiciplcs: 

L rile pievuiliiig joint State-local system Ibradinini- 
slefini: the properly tax can work with u reasoiv 
able tlogrec of ofleciivenuss only If tlie Stnic tax 
depaitinent is ylven sulTlcicnt executive support, 
legal authnrity, and prolbssional stature to insure 
local conijiliance with Stale law calling l\)r unl- 
Ibniiity of tax treat inunt, 

2. Proressioiuili/ation o( ihe asHessnicnt I'unction can 
be Lichieved cnily if the assessor is selected on the 
ba^is o!" deinonstrated ability lu appraise property. 

3, The pcieninal coiinict between Stale law calling 
lor full value nssessnieni and the local practice of 
fractional dHseHHiiicut cun lie resolved most expedi- 
tunisly by permitting local nssessmcnt officials to 
assess at any uniforin percentage of current market 
value above a specified nnnimuin level provided 
ihiK pohcy is reinlorced with two iniportani 
safeguards: 



a, A full disclosure policy. re({uiring ihe State tax 
depurnrient to make jjnmial assessment latio 
studies and lo give propeny i»wners a till! 
report on the Iraciioiial valiiaiion pi)liey 
adopted by county assesscMS. and 

b. An appeal provisiun specifically to authori/e 
the introdiiclion ol State assessinent ratiu data 
by the taxpayer as evidence in appeals to review 
agencies ivn the Issue of whether his assessiueiu 
in irietjuitable. 

Significantly* the ('nminisHion directed its reconunen* 
dalions It) the Sfa/cs un the ground thai they are 
iMU|uesliiHiably responsible lur elleciivc and etpiilable 
udminlstration ol the property lax. The tjuestion id 
whether ihc Federal Government should bectuiie in- 
volved in u iiialter of such clear-cut State-local concern 
was not even raised a decade ago and not (hiu of the 
Coniniission's 29 pcHicy recuinnieiidations called on tlie 
National Government to take remedial action. 

The Commission reaffirms its recommendations of 
1962 that call on the States to strengtlien assessment 
administration and thereby miike the property tax a 
more effective and ecpiitoble reveiiuc instriiment for 
local government. 

Our current research reveals that tnany States liave 
taken steps to improve assessment admhiistralion and. in 
particuhir. tc* broaden their own activities in ihis area. 
Stilh progress Is slow. Tax administration is an ancillary 
and imglamorous aspect of governmciit activity and 
initiatives Ibr spending additiunal funds lo improve it arc 
usually given the lowusi priorities. Indeed, tlic umoiinis 
that arc now being spent by the Slate govcrnmeiUs in 
supervising property tax adniinist ration are generally 
meager. Many Slates spend as little us uncdweiUieih or 
onc-thirtlcth of chic percent of local prupgrty lax 
culleytiuns Ibr tliis function. 

The Commission considered, but turned dowit, the 
pgssibillty uf a small Federal categorical grant to 
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cnCiMitngc Slates to iinprnve ^isscssnioiU adininisiruiinn.* 
Wc iHiiild tiiul no iiinjiir Fcdcrnl prugmm ubjective iluii 
h;is been j^tiuusly iindcrciil huciiusc (d poor properly 
U\\ assussnieiit ndniinistriitii)!! on iUc part urSiiUeand 
Umil guvgriuiieiits. Moreover, hoih Suites und ioculitics 
cull use ;iii>* ptjrtitin of I heir l^cderul revenue sharing 
Amds lur linancial iidministruiion including property 
lax nssessincnt adniiuistration. 

As m (he case ol ;i proposed Kederul incentive grant 
loi pioperly tax rcliel\ iliis puipDsiil would add still 
anoihei naninv purpose cuiegorical aid program willi its 
own set ol l^cderal |»uideHnes and controls. Hnactnieni 
iij ihis pn)pos;il would represeiU still anuiiier Federal 
atienipi (o iliclalu State and local spending priorities and 
would, ilicicloie. also Wiuk against the abjective of 
liiuldini; prcaier Ilexihility inlo tuir Federal aid system, 

I'urtheimore, helore launching a new Federal initia- 
tive Un prnperty tax assesHnient ret'orm the Coniniissinn 
utiles the l*resident and the C^ongrcss to take steps to 
ciundinale and streiigthen existing Federal progranis 
that have clear poleiilini lor Ktiniulatlng improvenient of 
State and local asscssnietit praetiees. Examples of such 
activities are; 

• \\\c Depart iiieni of Housing and Urban Develup- 
mctU, under its researeh and dCincmstration progrunu 
can make gnnds to. or enier into contraciR with, States 
autl loealities liir itinnvation pr(\jcets aimed at iniproving 
assessinent udniinistratiiUK 

• riie FIIA (ippraisul activllies ol' flic Department of 
liousiiiM atul Uthan Development might be extended and 
cooidiiuitcd Willi those of ihe local nssoHsors, 

• Othci Federal agencies such as the Department of 
Traiisptuiation. llie General Services Administration and 
the Depariinent of Deiense are ecuuinuously involved 
in land acquisjticin and undoubtedly conduct appraisals 
in eomiecfiiin with these activities. Such uppniisals 
sliimld also he coordinated with locnl assessment work. 

• The various mapping opcnitions of the Department 
of Commerce and the Department cif Inlerior might be 
available to the State property tax agencies as they 
develop land use niups in connection with property tax 
assessmeiil. 

• rreasury tegulations and practices regarding depre- 
ciaiion of buildings lor income tax purposes should be 
examined lo delernilne whether such prnctiCOs do 
indeed as has been alleged 'eiiciuiriige nvcr-a^scssment 
id' impioveineiits vis-a-vis the land on which the improve- 
menlN siattil. 

• The activities of the Civil Service Ciunmission 
mule! Ihe IntergoverntnciUal PgimHificI Act niiglit be 

' Si%' NiiUi»nienlH liy SeinUiuN Mtiskii» und Percy anLl Ciovgnuir 
KiU'ip III hfiilnniu liii pui»o 4, 



expnnded in tlie areas of assessor iraniitig and inier- 
change of Stale and Federal personnel concerned with 
property appniisaL 

• The experience that has been gained by the Bureau 
of the Census in conducting sales-nssessmeni rario 
studies niigh.i be built upon to lielp Stales strengthen 
and siandardi/e their own studies. 

Intrastate School FinanGe iqualization 

The ConimiKsion also examined the issue {>( svhelher 
and \v w^hni extent Federal financial aid was itecessaiN' 
to help States meet the prublcms of hcIiuqI finance that 
may sicni frotn recent court decisions. Fvidcnce pro- 
Vidcd in Ellis report indicates that, with lew except joos. 
States have ample uniuppcd lax potcniial lur this 
purpose. Obviously, action on school finuiice that 
rcquifcs States to alter substantially the degree iif 
reliance on the local property lux for school support 
takes time and would require public acceptance. 

In order to minhniy^c the thne period Ibr accomplish^ 
ing school finance ecpiidi/aiion and help the States 
surmount the obvious political obstacles, the Cum- 
mission considered a proposal for liinitediind teniporary 
Federal assistance, Tlie ussistanee might lake the lorm oi^ 
a geiieral purpose grant In the range of S20 to S40 per 
school age child that could be used lor any purpose. so 
long us a State met etjun ligation objectives specified by 
the Federal aid legislation. These leatures assure that a 
State like Hawaii, which has cliniinated inter-locul fiscal 
disparities by opting lor a statewide school sysieni, 
would not be deprived of ihebenent of tlie aid progranu 

The ussistanee would be equipped with a self-destruct 
mechanism. For example, the aid legislation eould be 
drawn so as to insure tluit it phased out LUitomatieully as 
the National Government relieved Stales of financia! 
responsibility in. say, the public welfare field. 

The Commission rejected the Idea of limited and 
teniporary Federa! assistance designed to encourage each 
State to improve the ability of its school finance system 
to equalize the fiscal capacity of its local school districts. 
No vital nutional program objectives are currently being 
subverted by . existing intrastate sehoQl llnance dis- 
parities. Moreover, Federal aid for this purpose would 
represent a return to the pre-revonue sharing philosojiliy 
that the National Governnicnt is In a better position to 
determine Stuto-loeid biidgetury priorities, 
' The Slates have plenary powers in the education iield 
and they also have an overriding sel^interest in adequate 
provision of this single mc^st costly Statedocat fiinetion. 
States have i\i least four options in resptuidiiig to any 
court decision invulidating a schdol fiiuuiee system that 



lulics iiH» hcjvily nil ihe Uicul scliiiul properly (us. They 
L-^ifi fviiiii^ini/o Ihcii Nrluuil tlislricis Id make cnch U>cnl 
ilisifH i niMu* in lilt' unngc of ihi' Siiii^uHii wliolc. They 
L-nii inaiulaic n niiilnriii schiHil piopcrly iiiK niie ihe 
pfOtTctls wliicl) cniild he used lu utjiiuH/e (niancinl 
capacity arnuti^ disirklH. They could enaci Statu prt)- 
ncriy or tiuihpiu|ici !y taxes the proeeeds ofwhich eould 
lie uMcd to eininli/e ineal liswyl capacity. They could 
Inuince scliools IVoin luin-pnipei iy tas soiirce?! as does 
liawaij, The Slates ak>fie have llie capacity to take any 
in all i)( tlicse nptioiis should ihc need arise as a result of 
ctnui aciioiK Thus, l^^cdenil intervention is nut a prere- 
qmsite lo Siale solution of the intrasiaic schuol nnanee 
thsparilies isKue, 

Tlie Com nil Shi Oil conchiduH that the reduction of 
fiseni dispnrities aniong school dmtricts within a State is 
n State rcsptMi^ibllity. 

YeK in coneludiiig thai the reduction of nscal 
disparities among school districts within a Stale i^^ a 
Slaie lesporiHihility, the Coniniission hastens to empha- 
si/e four points; 

• The ('itniniihsinn is not addressing itseif to the role 
the I'edeial Cloverninent should play In su[)purt]ng 
puhlie elenientary and secondary education but to the 
naiiower question of wlielher and to what extent 
rederal aid is necessary t() encourage States to reduce 
liscal disparilies amniig schn{}l districts within each 
Slate. 

• rhe Conniiissiiin believes time is needed to assess 
the inipaci of revenue sharing, partieularly the extent to 
which It will enable the States to come to grips with tiie 
ininisiale school ilnunce tpiesiiiin, California^ for exanv 
pie, has already earniarked its Stale allocation of revenue 
sharinii its rinance part of its $1 billion school nnanec 
relorm-prciperty tax relief program. 

• The lower courts have lit warning signals on the 
intrastate school finance probleni but the appropriate 
future path Inr State aellon will not becunie glear until 
the Supreme Court renders a decision on a casc^ now 
jiending before it. 

Tlie uncertainly surrounding the efTectivcness of 
dollars eannarkcd Ibr education, as It is presently 
delivered, illustrates the need Ibr State systems to 
ineasnre ilie eflectivcncss of school spending and to 
rebuild eiti/en eonfldeiiee In public education, 



Summing Up 

- The must Mgniticant und positive inieiciice ilun can 
he drawn iVoni the Coniniission^s policy reccminenda^ 
tinns is this it is not necessiiry to biiek eveiy pioblem 
up to Washington Ibi resDlution, Sirengihencd by 
revenue sharing and with the strong pro-pect t\n shiftinn 
an increusing share of the weinire expendiiuro binden to 
rhe National Guvernnient, the Siaics can and should be 
held accountable Ibr their traditional property tax and 
scluml nnance responsibilities. 

But revenue sharing and Federal takeover of wellare 
lira not etiouylL If States are to play a strong role in aiv 
Federal system, tbngress must resist the consiaoi 
temptntlon to solve problems ihat should be luindled ai 
the State levcL Congress Wiuild be in a lar bettei 
position to resist ibis pressure if ft subjected to a 
rigorous natiunal interest test all proposals calling tor 
new National Governnieiit initiatives in areas of iradi- 
tionai StatU'lncal concern. Only by applying a *Mongir' 
test can we strike a reasonable balance between National 
and State interests. 

The Comnilssioii concludes that there is no need to 
enact a Federal vnlue<idded tax to provide revenue for 
property tax relief and to amelionite fisca! dispnrities 
among scliuol districts withm each State, and tlierenire 
recommerids that sncli a tax not be adopted for this 
purpose. 

In view of our conchiHion that no Federal aid sliould 
be extended fiir general property tax relief or intrastate 
school nnance equalization, it Ibllows that the introduce 
tion of u niajor new source of taxation for these 
purposes is not warranted. 

This Cummission, however, has conducted a thorouuh 
study of the value added tax and haH also uxamlned 
certain other means l\)r strengthening the Naiional 
Covennncnt revenue system and will release an inibrnia^ 
tion report on this sulijeet, 

FOOTNOTES 



AC1R, Rovvnuv Sharing An hka Wliasr Tinir Has CtHUc 
DiH-e ml3L»r t97n, pp, 7^0, 

AC'IR. riw Rule of tlif Sioii-s III Stivnui/iriiinK rliv 
I'mpvny Tax, A-i 7, Jhik' I <)f)3, Vol, I, Ch!i|)lvr 2. 



ERIC 



7 



chapter II 

rty taxation- 

scQpi and summary 
of findings 



Public dissalistuctiun wiili rising prupeny i^ix hiiriiens 
is .now felt ihfougluun uur inlurgovDrniiientiil system. Ai 
the local level, vuicr resistance lu liiglier prnpcny lax 
riites now confronts inany inajur school disirlcis. such us 
the Detroit system, witli u severe nscal crisis. At (he 
State leveU properly tax relief piDposais increasingly 
occupy a higli place on ihu legislative ageiKla, Hven al 
the national level, interest in the local prt^pcrty tax has 
increased sharply. In his \^)12 State of the Uiiioii 
Messunc, Prcsicicni Nixun higliliglited his concern abt)Ut 
property tax burtlens and school Unance reforni. The 
Senate Subcommittee on hitcrgovernmcntal Rehitintis is 
now examining the wwaknesses of the propeiiy tax and 
evniuating variuim prescriptions for strengthening this 
levy, and the Democratic Party has also stressed the need 
for prupercy tax relief and rcturm in its 1972 plallbrm. 

Three Beneficial Effects 

Three salutury ertects Hhnuld tlow Inmi the growhig 
interest of national policyniakers in the properly tax in 
^ncral and in residential property tax jelief in 
particular, Fir^t, it will force the critics of ihc property 
tax and its friends (there arc soine) to put their 
uuntlicting claiins to the acid test of policy analysis. 
With the possibility of great changes in llscal icdcralism 
hanpng in the balance, it is not likely that extreme 
claims in behalf of or against property tax relief will go 
unchallon^d. Second, any iiational debate about the 
causes and ihc cures for local properry tax overburden 
will inevitably tbrcc national policymakers to look more 
closely at the entire intergo%'crnmental lax ^^ysteni. We 
have too many cases of taxpayers being 
disproportionately burdened simply because one unit or 
level of government paid little attention to what other 
units wniQ doing to the same taxpayers. Third, and most 
importanl, the possibility of a niassive foderally financed 
property tax relief program will require a rethinking of 
the traditional view that property tax issues should be 
the exclusive concern of State and local ofncials. 

Scope Of Analysis 

The purpose of this part is to answer the qucBticm, 
^'Should the Fadcral Govcmmciu play a role hi property 
tax relief and, if so, what Hhould thai role be?" Those 
interested in other property tax questions will not Hnd 
their concerns directly addressed in this reptiri. 
Nonetheless, such issues us assessment fcforni,siic value 
taxation, and property tux classincation arc examined, 
but only in the context of their potential tor providing 
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jHiipt'ily Ins rvlivj\ riiuv ci»nsiilcinliuns ;iuMi*spHiUjhic 
ini ihi' iifipnnicli tnkcii huiu. 

L Oil Jnimaty ^(h I<)7:. ihu MreHiUciu iiskcd ihc 
AtlvisiJiy C'otninissiini uii Iniurpwci fnuemal Rehiiinns ui 
Uiulci lakt^ n stiuly i^f n pi ijpusul I ha I would usu new 
l-edcnii rt?vc!H!u In rupluce n subhUiiiiial puriion of ihu 
prescni residcniini prnpuriy (ax and thus prnvid^ 
'prnpurly lax religf. 

1. Oil I'uhiuury 10. VHl. tlie AdviHury Ctminiission 
on liiicrgin'L'rmnuMiiul Rclaiiuns voted io consider 
"wht^ilici, ami 10 what exiciiU . . . Federal aHHistanee is 
iieetled . , , in order it? rcduee rcmdeniial property iuxes . 

iliu Advisury CiJinmissUin on Iniergoverniiieiitu) 
Helniioiis has been enguged lor niuny years in liie ^ludy 
nf variiuis aHpecis of the property tax and has niade 
luinieriHiH reeonimefida lions eoiiceriiing this lax. The 
Coninnssiiin began lis sUidy t)!' the property tax in a 
snuill way with i!s report State and Locai Taxation of 
Privaicfy Owtu'd Propvriy Located on Fcdcrai Areas 
issued in Jiiiie l^)6L The Commij^sion expanded its 
inieiesi in (he properly lax with iis nionnincntal 
lw<?-v«diniie report, The Rtfic of iiiu Slates in 
Streni^tlteiiinM the ProfWiv 7V/;v issued In June I*)f>3, 
liie repoit incUides iwunty^nine inujor reconiniendations 
with respeei to Slate reHponsibilliy tur property lax 
adniinisiraiion. The reeoniniendationH lesi on lour 
prcnilses that there should be; (1) Stale superviHion of 
ilic assessinent prucoss und eontinuing study of the 
property law \o make it enlYireeable; (2) 
piolbssionuli/ulion of the asscssinent funeiion; (3) 
diHcloKure oT lull inrorniatiun to property owners of the 
rolaiionship between mafket and assessed value; and (4) 
provision oi i: quiek and ecisnoiTiical appeal proecdure to 
pioperty owners who feci aggrieved by their assessments. 
In a subsequent nnijor j^tudy, Fisea/ Bahince in the 
Afuerican Federal System (October 1^^67), -. ihe 
C\ininiissinn rceognized tlie problem oi^ property lux 
ovcibiirden and reeomniunded thai the States help 
relieve the local property tax burden on low ineoine 
laniilieN, In State Aid hi Loea! Government {April 
I^Hi*)), ihe CoinnnKHlun recoinmendcd that 'Mn order to 
relieve the tnassive and gri)wing pressure ut- the sehonj 
lax on osvneis of local properly*' eauli State ussunie 
Huhsinntially all nscul responKibility for nnanying local 
sciioois. 

Summary Of Major Findings 

In light ol the coiisideraiions tlie study concentrates 
prinunily on ihe question: What role, if any. sluuild the 



Naiional Ciov<Miunetn play ni rehevnig priipeilv Lw 
hindens and ni sireii^ihening (he aJnunistralion ot ilns 

lax** 

What Do the Findini:s Indicate Rc^ardini: tin: F^tcnt 
(ij thv Pnthlem! 

1. Tiie property lax is by far ihe mast inipopuhir ol' 
ail major revenue pruducers. in a pol! coiulucied h)i ilie 
Advisory Conmiisston (in Intergovcninienial Kehitiuiis, 
respundcnis chose ihy prt>periy tax khs ullen than any 
oilier tux as rhc tmrest lax, and resjKHUlenis picked the 
properly tax niore often than any oiher lax as the worst 
(least lair) tax, Ihe opposition to the prupcity tax was 
unit\)rni auKuig rcspondenih of ail backkiiounds. When 
asked what would he ihe best way Io raise addiiiunal 
Slate revenue, respondents chose the sales tux most 
tVequently and the property lax least Irequeniiy. 

2. The clear public preference for Stuie sales or 
income taxes over the property tax is further manifested 
in the fact thai llie combined State4oeal income and 
Halen tax burden borne by tlie average ftmniy has grown 
during the past twenty yeani at a decidedly fasfer rate 
than the residential property tax burden, Siaie and local 
genera] sales and personal ineonie taxes, eonihined, more 
ihan tripled as a percent of ibc avenigc iimiily's income 
between I^Siand 197i, whiie tlie propeiiy u\\ hinden 
only rose a little twer 50 percent. While, admittedly. 
Slate sales andinuuiiie taxes were a ininor elenieiU in the 
State^local lax structure 20 years ago (taking slightly less 
than one percent of the average Aunily's income) they 
now ahnost equal residential properly taxes in their 
impact on the average I'amily. 

3, In spite of growing niore slowly tluni State sales 
and income taxes, the residentinl property tax has grcjwn 
faster than tlie value of the average rasldcnee or the 
income of the average household. In short, there has 
been u steady increase in residential property lax 
burdens, whelher mensured by value or by household 
income. Between 1958 and 1971 the cfleciive property 
lax rate in relation to the average value of a home rose 
from L3 percent to 2.0 perecnt. In oiher words, svhen 
the average amiily in 1958 owned a house vatucd ai 
$13,000, It was paying about SI 75 in property taxes; 
the same family in 197 L owning a lunise worth 
$19,600, paid about S385 to the property tax collecfor. 
The average iamily with u S5,000 income in 1953 paid 
about SI 10 (2.2 pcrceni ofincome) in property taxes, 
while the average ftunily. whieli now earns abi)ut 
512,000, pays a little over S400 (3.4 percent of income) 
in residential real estate taxes. Z&c' Table 7) 

4, When compared to the property inx burden borne 
by the average fiunlly, the property tax load carried by 
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pocif householders mmt be characterized a^? 
4?xcessive, In 1^>70, the iivcrugc huiueuwncr with 
m incline nf appuminiuicly S 10,000 tuniQtl ovcrubcui! 

{}A pciccntl uf his imnl ninney irKome u? the 
residciUKil piDpcriy lux cullccUn, In siriking cunimsi. 
nvei (1 niilhon elderly homeowners paid an [ivcruge of 
8,1 pcrcciu i)!^ ihcir iuuonic in prnp^ny nixes, 1 ho 
pR»j)Ciiy tax collector took an uvenige 16.6 percent ut 
Uoibelii)kl incotne t'lnm all 1.7 inillion honicowners with 
iikiiiiies ol less tluiii S2Sm, U was much womc in the 
high^tax Noilheasi rcgioiu wheie tlieHC low uicoinc 
honietiwniMs paul iiu>rc lhan M) i^ercent ot^iheii nieagei 
nicoiiie in property taxes. (Set' Jahlcs ^^4) 

Wiiut Ijif tlic I'indiniis hulicatt' Rv^nmiifm f^f^' 
Fimihi/ity i/titi Dcsirahilify of Vurifms Si)hi!i(m? 

5. The StntCH are begiiining to take nctioii to relieve 
extreinc property ta?i biirdeiiH, especially the 
overbiirdenH of the elderly, Kourteen States have already 
eiiacied circuit breaker property tax relief programs for 
low inciuuc honicowners and sttine of these progranis 
pinvide rclicr lor renters. Signitlcanily . nine of these 
Slaics aic among liic Slates whli the heaviest reHidentinl 
property tux hurden. Tuhlvs 

Properly laxufion is used unevenly by the various 
States, Ihc greiO Viniaiions in liic use iif the properly 
fax wouhl greaily coniplieaie any Naliouiil (Invernnient 
ciTorl u> design an equitable property tax relief program 
Inr the nalion. There is a range of seven to one in per 
capita iir4>perty tax collections as hetweeii the State with 
tiic hiwesi pei capita yield (Alabama) and that with the 
highest (C^diforniul Ah a percent t)f personal income, 
lesidenlial property taxes vnry from OJ percent in 
hiniisiana (ti .^,7 perceni in New I hmipsliire, in terms ol 
ihe maiket vidue of a home, the effeetive rate ranges 
from aboni half of one percent in Louisiana to over 3 
percent in live States. In geiieraL the Southern States 
hcnr llghfly on the property lax while those in the 
Northeast aiid Midwest exert lieavy pressure (m it. 

The property tax is particularly burdensome in large 
urban centers. In 28 SMSA's contuining alniost 
Ihree-tourdis of the population in the 50 largest SMSA's, 
residential property tax loads exceed 2 percent ol 
niarkel value and hi 10 of these met ropolitan nrea^ they 
have rrsen above the 2.5 percent leveh (Svu Tabh S) 

1. Any property tax reduction achieved through the 
redueiion or elimination of the Nchool property tax 
threatenN to be of^et by increases in the expenditure*^ of 
other units of government. Only npecilic action tt) avoid 
Ihe piopensity of non-school governments to tap the 
reliiuiuisiied property tax base e.g. stringent tax limits 
or stilcl expenditure controls will guarantee actual 
prciperiy lax relief to individuals, 
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8 Substaiuial reduction in property taxes, if 
achieved, will resnlt in wifidfall gaiu!^ to owners of land 
and buildings. A sharp rediictioii in a tux t>n Ciunmerciai 
Uncluding resideniial renial) property or induslnai 
property generates an imtnediaie. one-time capiial gam 
10 the owner because the properis- will then hnng a 
higher annual net income. This resulis m a huger stream 
of income tVom the property, tluis enabling the owner ui 
command a higher piice ibr the property in the market 
phice. The so-called land speculator is twice hlcssctl h> 
propeiiy lax rediictinu. hirsi, his vacant lamL like all 
uixable reulty. lias more value in the nunkei.aud second, 
his cash costs of holdiiiu laud off tiie markel are shiuplv 
red uceth 

9, Any nationwide plan to exempt residential 
property from schoc»l property taxes would enecninter 
obstacles from the various State constituuons. At least 
16 Slates would have tii amend their constitutions in 
order to exempt residential pioperiy triiin the school 
tax. In Hve other States, a constitutional amendtiiefii 
would pwbably he rcijuircd. 

What Do t\w FhulUi^ IndwaiQ Aboui Other Pmpcriy 
lax R Ha ted Matters:' 

10. The Federal guvernmtMit, through its Income U\x 
code, is already providing partial property tax relief for 
homeownerH. but the reiief helps the high income 
howeowuer far nioie than the middle^ atid low-itieome 
person. Hy deducting the prgperiy tax payments in the 
calculation of taxable income, a taxpayer can reduce his 
income tax by a percentage of iiis property tax. Since 
lowerMiicome persons have lower tax latcs, their tax 
reduction is ^jnmllcr. even for the same amount ol 
property tax. Furthermore, since low income 
persons generally rent atid higa Income persons 
generally own their humes, the bcni- nts of deductlbihty 
uve received primarily by the hlg ler incimic perisons 
(because property laxes on rental dwellings arc not 
deductible by tenants). Finully, dut to the existence of 
the high standard deduction, most h wer income persons 
dq not itemize any deductions and thus receive no 
beiient from the property tax deduclion, Tlie siandard 
deduetion does not compensale lor the property tax the 
way the itemized property tax dedueiion does because it 
does not depend upon or vary vvith the property lux 
burdeiv. 

I I . There is a growing difference of opinion among 
the speeialists in the field of taxation as to whether ihe 
property tax Is paid pnmarily by renters and other usen^ 
of housing through higher reuts or by investorH through 
lower Interest and profits. LJiidcr either ^ei of 
assumptions, however, the burden seenis to Inli 
disproportionately upon lower-income persons. 



LV In spile ol ilii* willuNprenil tha! tlie 

|iro|jfriy inx is dciriniuiifnl lo tirhini dcveloprnenf, thertr 
is iHi Nfruiii^ iruiicnlinn lluil llic property lux is u primiiry 
rnclnr reiartling urhaii ecfiiinniic and indimtriul 
devulopiiieni. rhc ohsurvcd eXi:)diis of Uiciories and 
iiidiisiiy riom ceiunil cilies suenis niainly io rc^uli froni 
n cliHtiui* ]n ihe plivhiciil retjuirunii'niH and oppcirtunities 
ni" in;i!uil:uMiiMng eiiterprisi^s. While tiie properly 
iiMUilly iciiiluices nil ihc oihcr social und ecunnmiu 
hicUHs pushirii' higli iiict)nic Innidlus and business firuis 
nil! <)j \\\c ceiiiral ciiy iiiul initi sutnirhia, li is more ii 
sym|Mniii ihuii a cansc ol cenlral ciiy llscnl distress, ii is 
ihis pHJk^iessivu pnliiicul ntu! snciiii iVagnicniaiiDn of ihc 
mei itipiiliiaii cctiiunny ilie ilivisimi nl the old unitary 
Ciinnninnly iiiio rfngnieninry luive uiul have-noi 
Mil isdiciiuiis lhat siaiids oiii as the prime niover of 
cenhal city llscnl dlslress. 

Reform proposais such as more uniforni 
asscNSiiieiit, statewide property taxation, and site-value 



(iixiition do not luild forili miicli promise of pr«iperfy 

tax relief. While each ni" ihese prnpi^snls dc^^erves 
Cinisidcniticin as a nicairs lur Nirenglhening the propcriy 
tax and nniking it rnnre cquilahlc, then tiiain elTiM, il 
nduptcd. wuuid be lu shifi prupuriy lax burdenj4 lallier 
tlian tu pravidc general prnpcrty (ax lelier. Tax 
classincauon also dues not huld forth iniich promise of 
general property tax relief altliough it niusi lie admitted 
that a cluHsined property tax can be designed lo 'lilt 
business" harder than resideniial or larm property. 

14. Pespite its obvious dcfectSi the property tax has 
sipiificanf political and nscal virtiies. l-irst. it is ihe 
nuijnr revenue Hoiuee directly available to local 
gtwernment and thereftMe serves as (be traditional 
delense against centraU/atlon. Secoiub it is the oiie tax 
in general use that can recapture for die connnunity the 
propeity values thai the comniunity Vm created. Finally, 
its high visibility makes ii a fcjrec that works in iavor uf 
greater public accountability. 
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The piincipic lluil !he qiuility ol' ii siudciirs public 
clciiienun)'. aiul sLViiiuluiy tHlucufiuii siimikl noi be 
Llcpciuient on the wcuhh oi his puicnls and nciglshuis 
sUinih 15111 us n Kiniiui ubjectisc ul pulilic ^ciiool Inninco 
[icilicy iin iCiisntuiblcness und ctiuity gininuls. Ilic 
priiiciplt^ is implicii in State school equnh^^iiiinn laws. It 
wus \ni\du explicit ill I lie case ot Serrafio w Priest by (he 
Califbriiia State Suprcnie Cnuri in August 1^^71 and by 
other courts subsequently. 

Scope Of Analysis 

This part focuses on ihe tiuegiion til whether aiui lo 
\vhai extent udditional Federal ussisiance is needed to 
help each State place ils local scIuk>! districts on an 
cc]Uul fiscal looting an issue raised by iVmY///ri-lype 
litigaticni. 

The ConiinissiofJ is aware ol' other recent studies of 
education tnuinge such as ibc National iHlucaiMHial 
rinanee Frojeci funded by the U.S^ Ofllce i?f ^ulucaU^-^ 
aiul the President's Coniinissiou on S*'b*v*! binance. 
Those studies considered scluiol finance in iis hroadcs^ 
context and therclore properly took policy poHilij'iiS imi 
siieli questions as the role of the Federal Gcwcnnneni in 
school support. Having lU^ desire U) duplicate the work 
of others, this CoiTunission has devoted its study lo the 
quest of this adniittcdly more narrow issue the role o\ 
the Natlonul GovDrnincnt with regard tt» inirasuiie 
ecjualiziition of sclun^l nnunces, lii doing so ilie 
Commission neither accepts nor rejects ' policy 
rucununondations on tuhor related schoul rinanee and 
oduciiticinul questions. 
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Privioui Commission Studies 

The Advistny Conunission on Intergovcrnnicntal 
Relaticins has siudied school finance both directly and 
indirectly in connection with its continuing concern 
about IViction points in our federal systcni. The S45 
billion currently devoted to school nnancing has a major 
impact oil the inlcrgovernniental fiscal sysiciiK The 
Com mission studied the subject of school nnuticc 
specincally in its reporl on Sraie Aid tu Local 
Cfovernment. Indeed, the fust policy recomincndation in 
that report called for State assumption of all 
responsibility for financing public schools in the 

following terms: 

In order to crcMue u tmuiiciul environment nw^ conduuivu 
to nttuinnierii of cfiuuliiy of ydiiealionnl opportunity and 
lu rumovu the imisMive and growing prej^sure i^f tlie scjuu)! 
tax on owiiurs iif lot:;!) propurty, the C'linnnissioir 
rcconiniynd?^ itun Ciich Stulu udopt iis » l^a^iu olijuciivu i»f 
its inn|;=rimgO Hluiu-tiieal riseal pnliuy tht^ iisHUtnptji^n tiy 
the Stiitt? of siitiNHiiniuily iill t'ist^al respuiislbdity lor 
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(iii.iiu-inu |ii.=;i{ with i^ppiirliinii)' fnr nnanciil 

ciiruinniMi! ^it i\w h)ci\\ lovv] imd asmininuo of rciwntiun of 
apprt^prhiit' Inail pnliuymakjni' jinlusniy.' 

Ill iliis K'urtnrincfHhiiinru ilie Cniiiniissioii dcfinctl ihc 
role ni {he Siittes in (hu iiiiiaNUiiu sulinol rinancc issue. 
Ntjw. in ivspciiise in Prcsideiil Nixon's rcqiie^t, iliu 
( 'otiiniissiiin uxiiniiiiCK lU^' l^cdcml rule, ifuiiy. m liulping 
ilic Sniics ilistjliargc {licir scliuol (iM^incc respunsibililics. 

Summary Of Major Findings 

L A mnfcir redenil t^diitalinnnl aid prngnim \o help 
StnfeN finniice the mm of ^<|!i;ifii^inj» per piipii spciulini^ 
whhin e^ich Suite mmn be juiriiiufi on the grcmiidH that 
States c-onrr<inf imiirmoniitnbf^ u rul burdens. Our 
iinnlysis !Cve:ils ilnri tntly ;i luw SUl^^' wnuki oxpcriLMicc 
jisciil tht jiculiy In bringing per pupiU M^cnditurus in iUq 
iduiivcly high levels iiecded m cniupl/ with the ^'nn 
weuhh^^ |>niieiple cnunciiilcd tlisi in die Scrmia juhc. 
Vhc j^reai muj<.»rity StuieH have the necessary 
mii;ippod icUiiivu lax poit^iiiiaL New York, Vcrniniii and 
^VisctMisiii, however, sUiiul <nn ;is (he Siuie^ ihut would 
cxperienec i^reatest fiscal dilTieiiily hecnLise of their 
ciiMerit iiuavy use tif alj Slalu and local iaxcH. fScc 

l*i!isiiecls lor eaxing preNSiirus loi addiltoiial seliocil 
speuihng have nuw appeared. Scluuij wuikhuid will leiul 
In ease iit ihe riiiiuv as the rai'ld rediiciioii in the - 
birihiale is lelleeud iti lowei Heliool enrolliiient . The 
Ciiiiiiiiiied expansHMi ul' hedcnil nnanuiai assisliitiee, 
iiiehiding revenue shariiig. t(> States and Itiealitiu*^ 
[lurtciuls a I'urlher casing o( Useal pressures on StateR. 

rhus, while ihcre may be other reasons lor Federal 
aid to help Slates in reduuing seliool spunding disparities, 
sucli support is diftiCLili to justify on the grounds tliat 
the moiietary costs imposed by the ecniri decisions or by 
conscious public policy constitute an insurmountable 
llsetd burden for niore than a few States. 

2, Stkite legislatures retain wide discretion to devise a 
sclujol fiinding system that will botli serve the State's 
purpoHes and pass the test of Constitutionality. The 
court decisitins outlawhig pcrsislcni school finance 
disparities have ntit dcchired llie property tax 
iinconstiiuiioual nor even indicted ii as an unsuitable 
lax. Neither have court decisions retjuired cquai dollar 
exj)eiiditures per pupih The courts have recognized tlial. 
Sliile Icgislutut^es have been unwilling to oflsel fully the 
viirjaiiuuH in local llscal capacity with equiilizlng Stutc 
aid dollarh. Per-pupil spending is still at least twice as 
great at the UOih pupil percentile level as ni the lowest 
level in hiiH ol'lhe Slules, 

Ah part ul llie rclorm u\' Its existing school llnunce 



systeni, a Stale may cunfroni a niajin new liscal 
deniand: that of eliminaiing wealth a^ a dcierniK.ant 
local per^pupii spending,. Three of the tour bioiiu 
approaches to school nnance reform a ^'beeled-up" 
ioundalion prugranu power equalizuu:, and the lull Siaie 
runding approucli are likely lo entail additional 
funding to assure dint ihi exisiing jirngrani is cut hack. 
The IVuirlh scluiol districi reorguiuzation would 
entail a constant adjust mem of houudaiies lo picseive 
etiual per-pupil valuation hut no Stale financial oniiay. 

The c«ml to the States of ovcrcoinmu a grcai [iorUv^n 
ol the inipacl ol htcal fiscal disparities docs not seem 
large when ihe full revenue poienilai oi^ ilie St;iies is 
CiMisidered. Raising Ihe miiiinium pei-pupi! expendiluic 
to tlio ^U)th perceniik level wcnild cosi ^ ahoui S<i/) 
billion and draw cUnvn 17 A percent oi^ the esimKitcd 
jintapped Slatedocal lax capaciiy less in some Slates 
and mcire in others, of course, (Sec Table II) 

The iiciual cost in each State might entail soniewhai 
less money because a Stale lias Kcveral opilons, including 
school district reorgauiv^aiion designed expressly iu piif 
disiricis on a more equal local Hseal tooting and dicreby 
ease the Hscal pressure on ihe Siaic, / 

All bill three Stales (New York. ;Vcrmont. and 
Wisconsin) could raise pei^pupil spendijig to the Wih 
percentile level by using substaniially/ Icks than tliuii 
entire untapped relative tax capacity JThc sariie lineo 
Slates would have to use all of' their apparent 
liscal elbow room and more to level up icMihe OOih 
purcentilc even svilli the nddition of gctiend revenue 
sharing. 

One specilic source of State nscal pain to which the 
Federal Government can minister with good eflects for 
the States is the welfare area. For example. New York 
lays out 2.34 percent of lis personal income to meet 
State-local public assistance and medicaid ctmis. If the 
National Government assumed all public assistance and 
medicaid cosls, as ACIR has recommended in its report 
on Staw Aid to Local ituvemr'ent, Slate and local 
governments in New Yur^ ^ouid get over S2 billion of 
fiscal relief. 

Pressure on State pcilitical leadership to raise mure 
revenue in response to expcndilure demands has the 
positive virtue of forcing States \o keep their cjwn fiscal 
house in inder in the ease cd' education, lo reform 
property lax assessment adniinistratlun and to make 
appropriate changes in local giivortmient structure ii> 
eliminate dehilitaling fragmcniaiioii, Fiscal pressuie 
prabably explains much of the move to improve 
property lax adf tration and alKo the leduction in 
the number of loc uool districts from about IO<},(K)() 
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hi \\w M^H-iJ sclinnl ye:ii in nliuiil UkOOO in ilic 
\^n\-71 sclinul yunr, 

II' schiHils ^t'l nn iiuiK' iluiti ill oil prosenl hIuhc of the 
huclgcl ill innsi Sliiies uver the next docude, lliuy can tlu 
iiiiich lu innku ihm uxisiing k?L|iuiHKatian eribrts niniu 
cttL^LiivLV Lower rnlcH of grrnvlh \u schuijl eiirolliiiLMil 
will lieu Hip schunj \\iiHh I cn rodisiributiun in un 
ecjiiaij/jng hishion, 

3, Tiiu iHNiie of mtrastale diHparities in school finance 
stnnds out us €)ne problem of federalism that will tend to 
ubate rather than worHen m time goes by. Thus the 
(|Lie8ticm confronting political leaders at all levels of 
government is just how long should the reform process 
take, 

Twti lb reus arc at work iending to dolay Sluie 
iniiiuijvc on ihc schiml Hnancu disparities issue. 

MIndriil of I lie tlHcal conHcquungcs of most propusud 
S4i|iiti<)iis t<i the dispariticH issue tlic publiij re^ponHU ion 
|>iupusc(l Slate iniiiaiivu on schuni nnancc is inciru likuiy 
In nu*o! with tjveit lUsiHhmuu tliiiii piiHsive aucuplaiiije, 
th/fcat ot CiovciiitJi Caliiirs iiKJoine lax prcjposal in 
Now Jciscy slaiitls uiil as a caNC nl' tivuii icsislancc in n 
l>top(isal caHnig Wn a iiuijoi dc|)artuiu (Vum the sialUH 
ijuu. riic shilt ironi hical suhuol jiipperty Uixes li) a 
shilowulc Itwy tor this purpose ulsu cairius anoiiier set of 
cuninworsial lax implicalionH. The luosi hnportanl of 
thesL- nvould be ihc denuiiid ihut the States equuU^e 
pr()periy lax assussnienis both within and among local 
assessment distrieU witli ii consequeni shift in burdens 
among property owners, 

A sill 1 1 toward ceniralized nnanctng of schools is 
viewed In ninny quariers us a threat to local control - 
ciinirol of funds having iraditionally served as the 
insirtnncni making educutianal policy. While niust 
prnposals iV)r schocil 11 nance rcrorni have sought to 
accominnihiie the eoncept til' local control by periniiting 
local Huppleinontnlion within llmiiH, New York's 
rieisclitnaitii Ci)in m ission rcccininiendud against 
aulhmiiy Ibr Uical snj^plenienUit Ion on the grt)und that 
It wouUI lead uliimaluly lo ihe re-crcatiun of ilit^ school 
disparitios Slaie Inianclng was designed lo cijrrect.^ 
Olheis. including AriK, have cunjended that a more 
ceiilrall/cd school luianeing syHieni should nut preclude 
local coiiliol over major aspects of udiicalion. The 
cnnhnveisy over local control gives ilic upper hand in 
ihc NtalUH quo position oii sclionl llnancc bocauseof the 
luck iif evidence lu support any ulhor position, 

h'oiM To reus at work on Stale governments pcirlend a 
giadual lessening of inter-distrlei school finance 
disparities: 

My llieir past action, Siates have set a s^trong 
piccedcni Ibr continuously improving the operation of 



iheii sclnu»l (niaiice sysk'ius. The impiiivijMu'iiis h.iv 
lesiiiied ni part Irc^ni schoi^l Llislrici cinisoliilalinu aiii 
from Slates assuming a largei sluirc ot Sialedncal ciki?= 
Sluies are not likely lisstopcu reverse this irend. 

Wiihnut any direct Hcdural intervenilon. Suites liav 
made progress in reducing disparities in sclunjl spending 
The trend it) improved Siaicdocul tlnancc prtigranis i 
firmly csiablishcd, and I lie re is no reason lo helicve i 
will be lurned around. A recent report by the Naiioiui 
Commitiee tor the Support of the Public Schools on ili« 
long-run progress of the Slates in reduchig die range ij 
expenditures shows generally ii narrowing of the gap ii 
spending on childTcn in ihc liigh-spending disiricis a 
contrasted to cliildren in the losv-spehding distticis.^ 

The reduction in the number of local sclionl s\stern 
accounts for much, of the State progress in reduciiii 
disparities in local school spending. Both ihc 
opportunity to improve educational programs by sch<u^ 
consolidation and the urge to gei the most out tif ihL 
cducaiiiMUil diillar have led Stales to exert ciimrol uve 
school district hoiiiularies. State aclitin on htMiiiilaiie= 
prtiiuotcs efliciency yet i^ermlis nexihilily lo lellet 
vital local interests iu school dislrici organi/alnin, 

TnKpiiycr pressure lo slow ilie rise iu aggregate 
property tax levies Liiid, m si>ine instances, to (iblaiii 
outright property lax relief has had and will continue h> 
have an equalizing impact on the scIh)o1 nnunce system. 
To the extent thai the taxpaycf pressure is successful, a 
larger proportion of State-local schoul costs will be 
supported by State non-property taxes thereby reducing 
the sipiificance of inier-district school llnance 
disparities. 

Federal aid to States and iDcalitics has been ircnding, 
upward, revenue sharing being the most reccni 
manifcstatioiu Recent amendments to the Social 
Security Act shifted more of the responsibility for 
welfare nnancing from the States to the federal 
Governmcni. Federal limds free-up State funds Ibr use 
tin oilier Suite I'unctlcins, Part of the money probably 
will be channeled into school support io relieve pressure 
till the local scluuil property tax, A( u minimunu the 
expiinsion of Federal aid It) States and localities will help 
the States in nieciing school costs. 

liven if the Supieme Court tiverturns the Radri^uvz 
decision j SarmnaAypQ litigation has so dramaii/^ed the 
existance of inirasiate sclitjol flnunce disparities iha! 
State political icudors will hereafter be under ecinslaiil 
pressure to improve the States' distribution ol school 
funds. If the Supreme Couit mumm Rndriguez, this act 
will spur corrective Slate action. 

4, Congress has not given explicit rect>gnition to the 
relative financial ability of local school districts in 
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lu'iknii I'iiiicalinn aid leglHliiUciii m i\ geiiurni rule, 
nlthniigh il has incorpuralud proviNicnis to equali/e 
aiiHMig Status hi scmie aid prognims. Where u i^udcral 
stinu}! niti pioginni \n\s iiilVc(i*d iiUrasUiie suhuol llnance 
ihspariiics, \\w inlluencu has been at bQ&\ a secoiidury 
cnuceifi or an iininiended et'tecl, 

\ \\v rederul Gtjvennnenl has licruiolnrc lollnwed a 
'Niaiuls cil t" poh'cy with respecl In the division of fiscal 
rcspniisihiliiy butwccn a Slate and its local school 
disiiic!.s. This nLMitnility policy has rested on the belief 
ihal ihe hannncrin|^ out of the detail*; of the State-local 
nnaiicial partnership In the school luiuncc area is an 
*Nnternar* fUattcr that should be resolved by each State, 



FOOTNOTES 



^ ACIR» Stat^ Afil to iAHvl (kivcniment, (WaHhiniiion: CiPO. 
1969) \K 14. 

Report of tlw Nt'w York State trmimission on itiv Quail t v. 
Cost, and FimncmH of lUcmcntary and St'condary Hdiication 
(New Ynrki The Cominission, 1972), p. 213. 

*5 . _ 

- Bcndixscn, Myrian. /// Siariii oj Kquality: School f'ifiuncv 
Revisited (Washnigton; Naiional CoinmiittJC for the Suppijri t)t" 
m Public Schools, 1972), p. 41. 
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TABLE I^WHO PAYS THE LOCAL PROPERTY TAX? 
Estimated Local Property Tax Collections 
By ^urce, 1972^ 



Source 


Amdunt 
(millions) 


Percentage 
distribution 


Nonbusfnoss 

Nonfarm residential realty" 
Furn^ rualty 
Vaoan? lets 

Toial nonbusinosi riaJiy 


S19,023 
817 
320 

S2Q.160 




47,3 
2.0 
0,8 






Nonfcirrri iiLTsonaUy 
Fiirm ncrsonolty 

Total nonbusiness nefsonaliy 


657 
113 

770 




1.6 
0.3 


1.9 




Tatal nonbusiness 




$20,930 






52.1 


Farm rtialty^ 
Vnciini lots 
Otiiui runJty^' 

Total buiinesi realty 


1,8M 
^ 480 
9,170 

$11,510 




4.6 
1,2 
22.B 


28,6 




Fofm personalty^ 
Other pyrsonalty^ 

Total business pirsonalty 


454 
4,287 

4,741 




M 
10.7 


11.8 




Puhlic uiilltiiiS 


3,019 










Total builnea 

ToLit 




19.270 ' 






47.9 




$40,200^ 






100.0 



ACIR stnlTc.iim:.tes b^ised on u^timaiecl 1972 coiiuctlons dbtrihulcd on banU of 1967 CgnKUNdytn, lotuHi availablu stntistics, 

ind.ulcs holl. .Inglu^lumily dwelling units und upurtmyniK. An ustlmatod SI4 billion or 36 percent orall \om\ property tases svas 

Ui^rivi-d Iroiuslngl^M'ninily hninus:nlunil $5 billion or I 2 purcunl of property tax revenue yame tmni mulli^fnmily units, 

I'isilniali^ii riillectitnis rrom the lasiiiion of the "residential" element of the Inrm. 

riie i'ollei-tiiiiis produeed Ihrough Ihe Inxniion uf rurnilure and other household cfYacU. 

Ksliniaieil colleetioiiN lu>m thy tuxntinn oriand und improvements actually used in ihe produclion ol' agricultural products -this is 

esehisivc uf the land and huildings used in a residential eapacity by the farmer, 

(\nnnierrial and indu^Jtrlul real estate other than public utilities. 

llie csliniated eolleetlons rroni the taxation onivostock, tractors, etc, 

Kmlinaied Lolkutions from the taxation of merchants' and manulneturers' inventory, tooln and maehinery. etc, 
rhi. IS liiucslimnted grand lotui for local property tax reucipts. Inaddition, there isan ostimatcd $1,3 billion m Sta^ f'^^J^r'^ 
The d^ita needed for a Himilar distribution of Slate reeeipts is not available. However, it is estimated that approximately S450 million 
of ilie Slate receipts are derived irom general property taxes and eould probably be distributed among the Wious soureeH o^ ravem^ 
in ihe Name pfoportion m Ineal receipts. The remaining SH50 million in State receipts consists mainly ol Sta e npeual proj^criy taxes 
on iHi^lnesH perHonul property, but includes a substantlnl amount from special property luxes on motor vehicles, most ot winch is 
eulleeied by the Stale of Calllbrnia, 
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TABLE 2-REAL ESTATE TAXES AS A PERCENTAGi OF FAMILY INCOME, 
OWNER-OCCUPIED SINGLi-FAMILY HOMES, BY INCOME CLASS 

AND BY REGION, 1970 



Exhibit: 



Family 


income' 


Unlt^ 
States 
Total 


North- 
east 
Region 


North- 
centra f 
Region 


South 
Region 


West 
Region 


No. and distribution 
of homeownors 

No, (000) % dist,^ 


Lum ih;in $2,000 


16.6 


30.8 


18.0 


a.2 


22.9 


1 J18.8 


5.5 


S?,000 


2,000 


9 J 


15J 


9.8 


5.2. 




,1,288.7 


9-7 


3,000 


:i,900 


7 J 


13.1 


11 


4,3 


S.7 


1,397.8 


14.1 


4,000 


4,099 


6.4 


9.8 


6,7 


3.4 


8.0 


1,342.8 


18.5 


5,000 


D,990 


5,5 


9.3 


5.7 


2,9 


6.5 


1,3B5.1 


22J 


6,000 ^ 


6,999 


4.7 


7^ 


4J 


2.5 


5J 


1,530.1 


27.8 


7.000 


9,999 


4.2 


6.2 


4.2 


2,2 


5.0 


5,377.4 


45.0 


10,000 


14.999 


3J 


B.3 


3.G 


2.0 


4.0 


8,910.3 


73,6 


15,000 


24,999 


3.3 


4.6 


3.1 


2.Q 


3.4 


6,365.6 


94.0 


25,000 or more 


2J 


3.9 


2J 


1.7 


2.9 


1,876,9 


100.00 


Ail incomes 




6,9^ 


5,1^ 


2,9^ 




31,144.7 




' ( ViHiis licrinilinn ut 


iiiwuiiK (iiuoiny 


froiii ail sources). 


Intonic rgpurtt^d was rucuivud in 


1970. 







Ai il hniui nicnii, 

Hniijuc: U,S Hiiivuu iM" the t^ensii^i, Rvsidviiiial Fifimwv Surrey. /y70 (conductyd In 1971 ), spcchil tubukuions prgpnfud tor thi: Advisory 
Ciijiunlssion tin Inii^r^oyi^rninenUil Relations. Real estate tux datn wera compiled Ibr properties* ncquired prior to 1970 and 
K-puvsenl UiNCs puid during 1970. 
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TABLE 3^ REAL ESTATE TAXES AS A PERCENTAGE OF FAMILY INCOME, 
OWNER-OCCUPIED SINGLE-FAMILY HOMES. HOMEOWNERS 
AGE 65 AND OVER, BY INCOME CLASS AND BY REGION, 1970 



EKhibit 
No. and distfibution 
of homeowners age 



United North' Norths 

Family income' States east central South West gg ^^^^ 

Total Region Region Region Region 



No. (000) % diitr 



Loss ih 
S?,000 
3,000 
4.000 
5.000 
(5,000 
7,000 
10,000 
15,000 
?!i,UOO 



iifi sp.ono 

4.D99 

b,939 
6,999 
9,009 
14,990 
:?4,99n 



All Miaimtfs 



15.8 


29.3 


16.6 


7.8 


21. B 


1,280.8 


30.3 


9.13 


14.4 


9,3 


B.3 


11.5 


906.1 


34 7 


SO 


1 1.9 


7.6 


5.3 


8J 


825.9 


47.9 


7.3 


10.0 


12 


3.7 


8.7 


651=6 


5B.2 


6.2 


9.6 


6.1 


3.5 


6.B 


437.5 


m.2 


5.8 


11 


6.1 


3.4 


6.1 


388.B 


71.3 


4.8 


6.5 


5.3 


2.5 


5,7 


714J 


82.7 


3.9 


5.4 


3.9 


2.4 


4.1 


565.7 


91.7 


3.3 


4J 


3.3 


2.1 


3.3 


339.5 


97.1 


2.1 


3.2 


2.9 


1J 


3.0 


183.4 


100.0 


by' 


11.4^^ 




4J^ 


91^ 


6,294.0 





cVnsiisilciMiiiiun ol inioni^ (iiwoint! i rorn liU NOiirtrCN). Income ruporttd reccivi^d in 1970. 
CHnnnlakui froni lowest lamily intunii: cInsN. 
AriiiinuMiL' nicnti. 



U S llureait uf tlic C^cn^u., Hvmicntml Mnancv Survey, im imndncxM in 1971). sptcinl mbulnilons prepared Inr tlic 
Aiivisory CommiKsion on Iniergovcrnmentnl Rulntions. Ruul estate lax dm w^rg compM tor propgrut^s uequired prior to 
l^no iind rcpfc-^i^ni ia\cs paid during 1970, 
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TABLE 4-RiAL ESTATE TAXiS AS A PERCENTAGE OF FAMILY INCOIVIE FOR 
ELDERLY AND NON-ELDERLY SINGLE-FAMILY HOMEOWNERS, 

BY INCOME CLASS, 1970 







Real estate tax as a % 
of familv income 


Exhibit; Number of homaowners (000) 




















Family 


income' 


Elderly 
(age 6B and over) 


Non-eiderly 
(under 65) 


Total 


Elde 
Number 


rly 

% of 
total 


Non-« 
Number 


ildarly 

%of 
total 




$2,000 


15,8 


18.9 


1J19 


1,281 


74,5, 


438 


25.5 




2,909 


9.5 


10J 


1,289 


900 


70.3 


383 


29.7 




3,999 


8.0 


12 


1,398 


826 


59.1 


572 


40J 


4.000 


4,999 


7.3 


5J 


1,343 


652 


48.6 


691 


51,4 


5,000 


5J99 


6,2 


5.1 


1,365 


437 


32.0 


928 


68,0 


6,000 


6,999 


5.8 


4,3 


1,530 


389 


25,4 


1,141 


74.6 


7,000 ^ 


9,999 


4.8 


4.1 


5,377 


715 


13 j 


4,663 


86.7 


10,000 


14,999 


3,9 


3.7 


8,910 


566 


6.4 


8,345 


93.6 


15,000 ^ 


24,999 


3.3 


3J 


6,337 


340 


5.4 


5,997 


94.6 


25,000 or more 


2J 


2.9 


1,877 


183 


9.8 


1,694 


90,2 


All incomes 


ai^ 


4J2 


31,145 


6,294 


20.2 


24J51 


79.8 



CenMis dclinition oT inuonic (incoinu Iruin all NOurccK). Income rcporied received in 1970, 
^ Arilliniunc mean. 



Scnuic: U.S. Htircnti uf llic Census, HmUvntiai Imancv Survey, 1970 (mnductcd in 1971), Npccinl lubuluUuns pfepiired lor iho 
Advisoiy ComniisNbn on Iniergavcrnimntiij Ruliuions. KeLiI estate Uix diUu wure compiled Ibr propcnics ucquircd prior to 
1970 und represent fuses paid during 1970. 
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TABLE 7^AVERAGE EFFECTIVE PROPERTY TAX RATES, EXISTING SINGLE=FAMILY 
TABLET AVtHAbt ,^SURED MORTGAGES. BY STATE AND REGION, SELECTED 

YEARS 1958-1971' 



HOMES WITH FHA 



State and Rogiqn 


= — • — 
1971 


196G 




1958 


State and Rigion 


1971 


1966 


1962 j 

- — =f= 


19B8 


UnUtHi Stntos 


1.98 


1.70 


1.53 


1.34 


Southeist 
Vfrginia 


1,32 


1.13 


i 

1.03 ■ 


.90 


Miiw Efiflllif^fi 








1 RE 


VA/iit Virginia 


.09 


.71 


79 ; 


.56 




2.43 


2,17 


! .B 1 


Kentuckv 


1 .27 


1 .03 




93 


New HnrTiMshire 


3.14 


2.38 


2.03 


1 Si 

1 .Q i 


TenDesSis 


1 .53 


1 .37 


1 . 1 o 


n7 

tU i 


VjirrnnriT 


2.53 


2.27 




1 63 


North Carolina 


1 .58 


1 .J 1 


1.1/ 


.90 




3.13 


2J6 


2.47 


2,21 


South Carolina 


J4 




^ .53 


.48 




y.21 


1.96 


1.93 


1J7 


Goorpia 


1.44 


1.30 


.94 






2.3S 


2.01 


1.75 


1.44 


Floridn 
Ainbama 


1.41 

.85 


1.09 


.66 
-52 


./a 

.56 


iy 1 11 J t'll^l 

|y 'lyv 1 iJ ■ ^ 

Now Jiiisey 
Pe nil sylvan i.i 


2.72 
3.01 


2.40 
2.57 
1 .SB 


2.23 
2.22 
1J5 


2.09 
1.77 
1.50 


Misiissippi 
Louisiana 
Arkonssi 


,96 
.56 
1.14 


.y J 
.43 
1,09 


. / u 
AM 
1 09 


.84 


Miiryland 


1,26 
2.24 


1.14 
2.05 


.91 
1J4 


.71 
1.47 
1,08 


So uthwest 
Oklahoma 


1 .35 


1.11 


.86 


.86 


Diil . of Colymiiiii 


1.80 


1.37 


1.18 


1.91 


1.62 


1=44 


1.36 


Grijflt LdkiJS 
Miiitiifltin 










New [VIi?5?inq 


1.70 


1.30 


.98 


.93 


2.Q2 


1.81 


1.76 


1.45 


Arizona 


1.05 


2.41 


2.27 


2.14 


Ohio 


1 .47 


1.44 


1,24 


1.0? 












Indinnn 
liiinois 
Wisconsin 


1J6 

2.16 
3-01 


1 J4 
1.96 
2.31 


.06 
1,79 
2.24 


.84 
1.35 
1.82 


Rockv Mountain 
Montana 
Idaho 
Wyoming 


2Ji 

1.72 
1,38 


1,70 
1.23 
1.34 


1.58 
1.13 
1.27 


1.32 
1.14 
1.17 


Plains 










Cslorado 


2.45 


2.20 


1.85 


1.72 


Minnesoia 


2.05 


2.14 


US 


1.57 


Utah 


1.49 


1,52 


1.31 


1.05 


\0\NB 
Missouri 
North Dakota 
South Dakota 


2.63 
1.79 
2.08 
2J1 


2.12 
1.64 
1.81 

2.64 


US 
1,36 
1.70 
2.31 


1.34 
1.12 
1.54 

2.01 


Far Wait 
VVashington 
Oregc^ 
NiVia 


1,62 
2.33 
1,48 


1.14 
1,98 
1.47 


1.12 

1 .83 
1.31 


.92 
1.55 
1.06 


Nohraska 


3.15 


2.67 


1J4 


1.90 


CillfO' ^ 


2.48 


2,03 


1.71 


1J0 




2.17 


1.96 


1J2 


1.6S 


Alaiku 


1.61 


1.42 


1.24 


1.12 


- cotitinued next columr 










Hawaii 


.92 


,81 


.77 


.62 



i riVuiivc lax rate is thu pcrucntugo (Imt tax liability is of tlic nmrkot or true valuu of tliu house, 
203\ 1971 diJta from unpublished FHA tabulations. 



Source; 



ERIC 
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TABLE 8-AVERAGE EFFECTIVE PROPERTY TAX RATES, EXISTING SINGLE-FAIVIILY 
HOMES WITH FHA INSURED MORTGAGES, 50 LARGEST SMSA'S, BY REGION 

SELECTED YEARS, 1958-1971' 



Standard motropolitan 
Statlitioal aroa & region 


1971 


1966 


1962 


1058 


Standard metropolitan 
statiftrcal araa 8l region 


1971 


1966 


1962 


1958 


Mod inn of 50 SMSA's 


2,13 


Ui 


1J1 


1.42 


Pialns-^continued 










Now Engloncj 










St. Lours 


2.09 


1.82 


1.51 


1.14 


Boston 

Hartford 

Providence 


3.21 
2.88 
2,34 


2 JO 
2.22 
2.04 


2.46 
U96 
2.01 


2.24 
1 .55 
1.72 


Southeait 
Atif nta 
Birmingham 


1.52 
0.S8 


1.50 
QJ4 


1.04 

0.68 


0J7 
0.66 












Louisviile 


1.29 


1,09 


1.03 


1.01 


Alluinv 


2AB 


2,44 


2,55 


2,13 


Memphis 


1.98 


1,80 


1.61 


I.Oi 




2,25 


2,37 


1.96 


1.59 


Miami 


1 ,40 


1.25 


0.62 


0,73 


Buffalp 


2.24 


2.70 


2,31 


1J2 


New Orleans 


0.48 


0.38 


0.55 


0.53 


New York 


2.68 


2,49 


2.26 


2,10* 


Norfplk 


1 .13 


0,95 


0.99 


Q.96 




2J3 


2J3 


2.21 


f « 


Tampa 


1,50 


1,04 


0.82 


0.98 


Pater ion 
Pfii lid si phia 
Pjttsljurgh 
Rocheiter 
Wasiiingtort, D.C. 


?.53 
308 
7AQ 
2,72 
1J3 


2.3P 
2.47 
1.83 
2.13 
1.63 


2,02 
2.20 
1,67 
1.9i 
1,34 


1,70 
1.42 
1.66 
1.24 


Southwvist 
Dallas 
Ft. Worth 
Houiton 
Oklahoma City 


1.S3 
2.21 
1,85 
1.31 


1,43 
1.97 
1,67 
1.11 


1.26 
1,73 
1.38 
0.82 


1.27 
1.70 

1,24 
0.85 


Groat Lakes 










Phoenix 


1,62 


2.58 


2,36 


2.18 


Akron 


1,62 


1.58 


1.32 


1.20 


San Antonio 


2.21 


1,84 


1.86 


1,65 


Chicago 

Cincmnoti 

CleveinnU 


2.16 
1.52 

1J8 


2,02 
1,62 


1,9B 
1.35 
1.^ 


1.^ 
1,11 

1.23 


Roclcy Mountain 
Dinvir 


2,45 


2.17 


1.86 


1.69 


Calurnbus 


1.53 


1,33 


i,n 


0,86 


Far Wast 










Dayton 


1.38 


1.51 


1,32 


1,09 


Anahiim 


2.19 


1.94 


NA 


NA 


Detroit 


2.03 


1.86 


1,87 


1.56 


Loi Angelas 


2,85 


2,17 


1.71 


1,44 


IndtanapoHi 


2.29 


2,10 


1.06 


0.84 


Portland, Ofagon 


2,28 


2.01 


1,77 


1.58 




3,52 


2,71 


2,62 


1.93 


Sacrarninto 


2,44 


2,19 


1.84 


1,65 


Toledo 


1.30 


1.37 


1,19 


0,95 


San Bernard ino 


2.34 


2.00 


1,75 


1.58 


Plams 
Kansas City 
MinneapoMs 


1.7i 
2,08 


1J8 
2.16 


1,35 
1.82 


M6 
1.67 


San Diego 
San Franeises 
San Jssi 
Seattle 


1 J8 
2.76 
2,61 
1.82 


1,98 
1.96 
2,12 
1,17 


1.74 
1,64 
1.Si 
1.14 


1,68 
1.53 
1,62 
0.91 


-'Continued next cofumrr- 





















NA Dkitn nul availablo 

* New Vurk N»rt|ica?*tern New Jersey 
** Inuhtdud in New York-Norlheastefn New Jersey 

' Hnsjefive tax rate is the pereentage that tax liability m of market or true value of the house, 

Smircts (*dmpuled by ACIR .staff from U.S, Departmint of Hou.sinj and Urban Development, Federai Housing Administration, 
Slali.slie.s SoLiion, Data for States and Selected ArmE on Characteristics of FHA Operations Under Section 203; 1971 data 
from unpublished FHA tabulation.s. 
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TABLE 10--A IVliASURE OF STATE-LOCAL TAX EFFORT-STATE-LOCAL TAXES AS A 
PERCENTAGE OF STATE PERSONAL INCOME ADJUSTED FOR TOTAL TAX 

CAPACITY, BY STATE AND REGION 
(Dollar amounts in millions) 



Stfite 11 rid region 


Personal 
income 
1970' 

(1) 


Ratio oi 
ACIR Gapaclty 

iridg^c to 
persfinil Income 
indeK 
U96e-67r 

(2) 


Personal incsme 

adjustid for 
"t3K gipaolty'' 
[qqUV k £o|.(2)] 

(3) 


itele^lscai 
tPK cQliiCtlons^ 
1970 71 

(4) 


Rytstivo tiK effort 
(coUiCtions as % 

of ndjusted 
personal income) 
[colJ4) ^col,{3}) 

(5) 


IJniiiKi Stnius ' 


$797,377 




$801,085 


S94341.0 


1 1J0 



Niiw Englant! 
MtjinL* 

Now Hainpshiro 
Vnrfnont 

f^hoflo Isiand 
Conn Oct Miut 

Mideast 
HiisN York 
Nuyv Juf Hisy 
PHnngylviinlo 
Duloware 
Mafylami 

Groat Lakes 
Michigan 
Ohio 
Indinnii 
jtlinolB 
Wisconsin 

Pit! ins 
Minrtd^tn 
Idwo 
(VjigsOLiri 
North Dakota 
South Dakota 
Ncjhroska 
Kansas 

Souiheast 
Virginio 
VVesi Virginia 
Kentucky 
Tennesiee 
North Carohna 
South CaroMna 
Gk'orgia 
F loridn 
A lab am*) 
Mississippi 
Louisiana 
Arkansas 



3,226 
2,686 
1,541 

24,750 
3.726 

14,638 

86,391 
32,930 
46,579 
2,394 
16,377 



36,78B 
42,501 
19,721 
49,961 
16,457 

14,732 
10,613 
17.427 
1397 
2,107 
5,649 
8,808 

16,986 
5,297 
9,990 
12,091 
16,383 
7,614 
15,434 
25,077 
9,925 
5,755 
11,128 
SJ17 



OJ76 
1.158 
0J89 
0J91 
0J83 
0.936 

0JQ8 
0J22 
QJIO 
1 .060 
0J27 

1.013 
0.962 
0J6i 
0,958 
OJ40 

0J79 
rOiO 
1.021 
M22 
1.096 
1,111 
1,082 

0.977 
1.027 
1.0S3 
1 ,040 
1,013 

0. 928 

1. Q00 
1.169 
1.014 
1.085 
1.237 
1,132 



3,149 
3,110 
1.524 

22,052 
3,290 

13,701 

78,443 
30,361 
42,387 
2,538 
15,645 

37,263 
40,886 
18,952 
47,863 
15,470 

14,423 
10,931 
17,793 
2,128 
2,309 
6,276 
9,530 

16,595 

5,440 
10.619 
12,575 
16,596 

7,066 
15,434 
29,315 
10,064 

6,244 
13,765 

6,245 



412,3 
285,9 
226.8 

3.158.5 
447,3 

1 ,642,8 

12,664.2 
3.639.5 
5,278J 
278.7 
2, 032 J 

4,420,6 
3,921,8 
2,118.6 
5,749,0 
2,^4.2 

1 ,931 ,6 
1.285.6 
1,712.5 

262,2 
^ 291.7 
' 652. S 

940.1 

1 ,765.0 
585.1 
1.038.1 
1 ,204,8 
1 ,730,5 
781.6 
1 ,541,7 
2,637.8 
959.2 
701,6 
1 ,396;5 
S22J 



13,09 
0.19 
14,88 
14.32 
13.60 
11J9 

16J4 
11J9 

12.45 
10.98 
12.99 

11.86 
0.59 
11. IS 
12.01 
15,48 

13.39 
11.76 

9.62 
12.32 
12,63 
10,40 

9.86 

10,58 
10.76 
9J7 
9J8 
10.43 
11.06 
10.03 
9,00 
9,53 
11.24 
10,15 
8.37 
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TABLE 10 --A MEASURE OF STATE-LOCAL TAX eFFORT-STATE-LOCAL TAXES AS A 
PERCENTAGE OF STATE PERSONAL INCOME ADJUSTED FOR TOTAL TAX 
CAPACITY, BY STATE AND REGION 
(Dollar amounts in millions) 





Stilie nnd region 


r ur kjMbI 

InsQrns 
1970 ' 

(11 


- 

Rstio of 
ACIR £iip3€ity 

perieriil ineomo 

(liii 87)^ 
(2) 


rBrsui 181 iiiuu friu 
s^jUstfld for 

"tHV i^afiai' If w 

[Coi.d) K QQimi 
(2) 


T otdi 

igA CiUlisy l!\JI la^ 

197071 
(4) 


(QQlloQfiQns 3s ^ 

psrsonni inoomy} 
(ceLt4) r ccj!.(3I| 

{^} 


Souihwosi 












Oklntioma 


8.570 


1 .2:29 


10,533 


843,0 


8,00 




40,213 


1.126 


45.280 


3,926.9 


8.67 


New MuxujQ 


3,183 


1.190 


3J88 


402.9 


10.64 


Ari/qna 


6,487 


MOB 


7,168 


855.1 


11.93 


Rocky Moiintnin 












Monfnna 


2,400 


1.167 


2,801 


299.3 


10,69 


Idithn 


2,340 


1,123 


2,628 


291 j 


11,11 


Vyyorning 


1,227 


1.516 


1,860 


164,2 


8,83 


Colgrndo 


8,523 


1,072 


9,137 


1,021.6 


11.18 


Utnii 


3,443 


1,036 


3,567 


425,9 


11.94 


Fnf \Nm\'^ 












Washingtofi 


1 3,602 


1.037 


14,105 


1,679.3 


11.91 


Ornyon 


7316 


1,071 


8,371 


898,0 


10.73 


Nuvacla 


2,244 


1.462 


3,281 


293J 


8.34 


Cnliforniii 


88.863 


1.060 


94,195 


12.199.0 


12.95 


Ainskii 


1.399 


0.846 


1,184 


146,0 


12,33 


Howaii 


3,472 


0J52 


3,305 


484.2 


14.65 



/Vfj/f, rilis iMx prysuiit?; each State's lax ulTori in raliition to a muasurc thui ruriuciH nil mujor Uixubje sources rather than simply 
rcsUii'nt perianal itiCDme. ACIR luis publishud two }*tudiu8 on fisuil capncity and tax eflbrt. The most recent \r\Mimtion.Mcasiiring the 
I'^iscal Cuikinty and Effort of State and focal Areas, presents e.stiinates of what State and local governments would colleLl ir they 
inipi)seil mitional average lax rates lo the various tax ba^cN--property. income, s^iieH-they have and can lax, intjliiding such Haurees uh 
toiirisni and natiiriil resources. The ratio of tliis index of tax uipaciiy to an indcN of perHonal ineomc as of l96(i-67, tln^ luteNt year lor 
whii^li (he toniprchensive capacity meaHure han bi^an prepared, waji used to mQdify Stnte persona! income in 1970 to re'flcci ihc Slate's 
entire relative lax ajpaeiiy. Aetuu! StatC'local tax eollections for 1970-71 wure divided by the amount of the enlire rejtUive tax cupacity 
jo ohmin the Siuie's rulntive lus i^ffort, 

' ILS. Department of Commerce. S«n»rv of Current BusineiSS, August 1972, p. 25, 
* ACm Kepori M=5H.pp. 120-121. 
' Irxcliuling the l^istrict orCX^iumbia. 
^ hixtlnding Alasku and lluwaii, 

Sointc; ACIR Siuff. 
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TABLE n-COST OF RAISING PER-PUPIL SPiNDING IN ALL LOWER SPENDING DISTRICTS 
TO SPECIFIED PUPIL PERCENTILE SPENDING LEVELS, BY STATES, 1969-70 



(In Millions of Dollars) 



Stetes 


EMhibit: 

BA|JB 1 iuiluibs 

for loEsI 






g up per-pupii ponding to^ 




pu pit 
pgr centil@ 


euin 
pupil 
pQreentils 


70th 
pupil 
porcentlig 

. J 


60th 
pupil 
porcentifo 


Both 
pupil 
popcentiie 


UniirKi States 




S6.928J 


S4.333.2 




$2,288,2 


SI. 662. 4 


AUjbania 


428.1 


44.3 


25J 


20,1 


14.9 


7.0 


AInBkri 


88.3 


11.2 


9.9 


4,5 


0,5 


0.5 


Arr/firia 


347,3 


97,1 


69.7 


48.8 


21 .0 


16.8 


AfkijnHns 


233.5 


41,0 


22.4 


18.1 


14.7 


9.2 


Call for tiia 




815.9 


455.6 


267.7 


222.0 


186. 2 


ColofiKlo 


400.7 


72,9 


72.9 


60.1 


21.2 


18.6 


Connect inut 


616,3 


140.6 


94.6 


71.8 


42.7 


29.1 


Dfiliiware 


130.2 


32,6 


7.8 


5.8 


3,1 


1,7 


F lor icla 


1,166,0 


127.8 


127.8 


92.4 


51J 


41.7 




729.3 


176.6 


65,8 


31,1 


28,9 


20.8 




167.8 




=0- 




0- 




UJahg 


in J 


36.2 


16,1 


16,1 


11.0 


6.1 


Illinois 


2,026J 


456,1 


342.5 


342.5 ^ 


233.4 


126.7 


Iniiinna 


947J 


128.9 


90.8 


84.7 


59.4 


43.0 


lywo 


6073 


94.1 


48.3 


36,3 


^ 29.7 


16.4 


Kansas 


423,8 


76,1 


30.6 


20.2 


14.7 


14.7 


Kentiicky 


445,4 


62.9 


62 .9 


36.0 


17.4 


13.2 


Lnuisiana 


534J 


60.2 


33.1 


22.2 


10.3 


15,4 




150 J 


26,1 


19.3 


12.4 


9.2 


6.9 


Mar yUnui 
Mlibsauhiilutti 


865.0 


188.6 


33,4 


33,4 


29.2 


18,4 


956.7 


259.9 


139.0 


81,8 


63,2 


53,6 


Michigan 


1,922.0 


364.4 


215.S 


. 150.2 


133.5 


108 J 


MinrtOiOt^ 


920A 


120.6 


87.5 


67,5 


41 .9 


20.6 




282.2 s 


45,7 


39.7 


25,3 


19.4 


13.6 


Missouri 


783.2 


121.9 


120.6 


73.1 


56,4 


37.1 


Montarin 


130.6 


68,4 


39.0 


22.8 


20,2 


1 1.8 


Nebraska 


265.8 


53,8 


22.9 


14.7 


13.6 


10.5 


iSjt?vnctn 


100.9 


8,3 


1.4 


1 .4 


0.1 


0,1 


Ng\n Hanipshifa 


107,2 


19.3 


13,1 


9.3 


5.1 


3.6 


!Mt?w Jerioy 


1 ,330.6 


317,5 


188.9 


126.9 


87.0 


57.1 


Nirw Merino 


210,3 


26J 


15.4 


5.8 


3.3 


1.1 


New York 


4,295.7 


609,2 


331,2 


331 .2 


331.2 


296.6 


Norfh Carolina 


726,1 


95.0 


50.2 


43.2 


35,4 


25,3 


North Dakota 


107.6 


19J 


16,3 


i,6 


6.7 


6.1 


Ohio 


1,7 30 J 


518.4 


290.5 


211,3 


161,6 


98.6 


Oklahoina 


363,4 


61,9 


41.4 


27J 


17.0 


16.8 


Oregon 


425.2 


62.0 


37,9 


22.7 


18.5 


18.5 


Punnsylvania 


2,1 47.0 


504.7 




210.2 


137 J 


81.8 


Rhode Island 


140.8 


48,2 


19.7 


15,4 


d.2- 


6.2 
8.3 


South Carolina 


404.0 


31.2 


22,0 


16.9 


8,6 


South Dakota 


135,7 


22.4 


12,5 


7.0 


3.7 


3.7 


Tunnessoe 


534J 


98J 


72.9 


61,8 


39,8 


19,2 


Texas 


1J47.4 


295,0 


16|.4 


113,2 


73.4 


57.2 


Utah 


205J 


12.9 


9.2 


6.8 


1.7 


1.3 


Vermont 


71.4 


24,1 


15.9 


14.0 


10,0 


6.2 


Virginia 


777.1 


145.1 


145,1 


78J 


51.4 


27.6 


VVoshington 


779.9 


120,7 


91.0 


65,9 


52.2 


35.5 


VVost Virginia 


259.9 


33,2 


18J 


13.9 


12,8 


5.9 


Wisconsin 


831 A 


101.3 


67.3 


43.6 


28.1 


28.1 


Wyoming 


73.6 


29,2 


17.5 


9.4 


4,5 


1.5 



is^oiv: Com of leveling-up uru based on State reports of scliool district per pupil tjxpendjtures. Theru \m been no uttympt to mnku pur 
juipil expoiiditurg ualcuiationH yomparablc within or among States, and the indicated Icvcling^up com arc to be conHidercd only fough ap- 
proxiimiiioiis. 

' I^xdudjng ihe District of' Columbia. 
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PROPERTY TAX RELIEF FOR LOW INCOME ELDl-RLY HOMEOWN'L! RS 
GROWING STATE CONCERN 



Typa of Relief Program - 




S "t at e Fin nvi c Bd 


State Mandated=-locally 


State Authoriii'nd-- locally 




financed ( 15 Stfites] 


financ^^d Stat3s3 

_. - II 




Adopted Drier to 10 71 




Louisiana—^. , 
Mississippji— 


^ I/ '*'"^^^ — ™ - 

OklahonHi— 


Rhode I. CA-]960,L-1377} 


Indiana CA-1957 , L-19713 


N. Y. fA-1966, L.i972} 


isew Jiii-sey (A-1953, 1-1972) 


Mass. CA-1963, L-19713 


Utah fA-I967, L-1969) 


Kisconsin*(A-1964, L-1971) 


Georgia CA-1964, L-197?) 


N.H. CA-U'd9, L-157i) 


Conn. CA-1965) 


Delaware CA-1965, 1-1969) 




'Michigan CA-196S, L-1970) 


Maryland CA-1967, 1-1969} 




Calif.* CA-1967, L-1971) 


Hawaii CA-1969, L-1972} 




Iowa CA-1967, -L-lS/l) 


- Idaho CA-1969, L-1972) 




Minn.* CA-1967, L-19713 


^ Montana (A- 1969, L-197i3 




VeiTAont* (A- 1969, L-1971) 


Dakota CA=1969) 






Adopted in 19 71 




Co i oi^:3.iio* - 19721 


Alabaina 


Virainia CL-1972) 


p 1 1"^ 1 f1 ^ 

r i \j i i. Us. 


Ken tiick V 






NDrtii Carolina 




Ohio* CL-1972) 


Washington CL-19723 




Cregon* 






Pennsylvania* 






South Carolina 


Adopted in 1972 




Alaska 


South Dakota 


Texas 


Illinois* 






Nebraska 






Niiw MexxwO* 






iennesse© 






West Virginia* 


Adopted in 1973 




Arkaiisas* 







.%^^TE-^ates listM a oF^doption (A)* 'Hie date of moat recent liberal- 

ization is also noted (L) . Proposals for the establishment of a State financed program 
.Arc now under active consideration in the five jurisdictions that have no tax relief 
pclicy--Arlzona^ Missouri ^ Nevada^ Wyoimlng^ and the District of Colunibia, In 
Epproximately 15 other States, proposals for liberalisation are under active consideration. 



^ *'Circiiit-=breakar" ^-tax relief phasea out as household income risas, 
1/ Elderly received tax relief under general jtomestead tax relief provisionft* Vac^ State 
juiMur&tss local governments in Louision& ajid Mississippi, 
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WHAT IS ACIR? 



The Advisory Commission on Inter- 
governmental Relations (ACIR) was 
created by Federal Law in 1959. ACIR 
is a permanent bipartisan body repre- 
senting the executive and legislative 
branches of Federal, State and local 
government, and the public. It gives 
continuing attention to the critical areas 
of friction in Federal-State, Federal 
local, interslate and interlocal relations. 

Nine of the 26 Commission members 
represent the Federal Government, 14 
represent State and local government, 
and three the public=at=large. Six are 
Members of Congress -three Senators 
appointed by the President of the Sen- 
ate and three Representatives appoint- 
ed by the Speaker of the House, The 
President appoints 20: three private 
citizens, three Federal executive offi- 
cials, four governors, three State legis- 
lators, four mayors and three elected 
county officials. State and local mem^ 



bers are nominated by the national 
general government organizations. Of 
the Members of Cohgress. two from 
each House must be of the majority 
party. Of the State and local officials 
no more than two of each category may 
be from the same party. Members are 
appointed for two year terms and may 
be reappointed. The Commission 
names an Executive Director who 
heads a small professional staff. The 
Commission selects for investigation 
specific intergovernmental issues. 

In developing its policy recommen- 
dations ACIR follows a multi-step pro- 
cedure that assures review and com- 
ment by representatives of all points 
of view, all affected levels of govern- 
ment, technical experts and interested 
groups, ACIR then debates each issue 
and formulates policy positions. Policy 
recommendations are translated into 
draft bills and executive orders, 



The full report, Financing Schools and Property Tax Relief ~A State Responsibility, Is to be 
published in Spring of 1973, For Information regarding the availability of the full report and an 
information report on the value-added tax, write to the Advisory Commission on 
Intergovernmental Relations, Public Finance, Washington, D.C. 20575, 



ERIC 



